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FOREWORD 


The Select Committee on Small Business has been conducting a 
study of small-business problems relating to iron and steel scrap. 
Part I of these hearings held in open session on May 20, 22, 23, and 24, 
1957, was published separately. 

Part II of the hearings w as held by the committee in closed session 
on June 18, 19, 20, and 21, 1957. 

On August 20, 1957, the committee agreed to make the record of these 
hearings public, w ith certain exc eptions. Those exceptions provided 
for not making public any testimony or the part of any testimony of 
any witness when that witness specified that he or she desired that 
such testimony remain confidential. The Department of Commerce re- 
quested that there not be made public information relative to in- 
dividual company data. To that request the committee agreed. 

With the exception of witnesses representing Luria “Bros. & Co., 
Inc., industry witnesses who testified during the closed sessions re- 
quested that only minor deletions in their testimony not be made 
public. 
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SMALL-BUSINESS PROBLEMS RELATING TO IRON AND 
STEEL SCRAP 


TUESDAY, JUNE 18, 1957 


House or REPRESENTATIVES, 
SeLect Committers To Conpuct a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D. C. 

The committee met, pursuant to call, at 9:35 a. m., in room 129, 
House Office Building, Hon. Wright Patman (chairman) presiding. 

Present : Representativ es Patman, Multer, Yates, Roosevelt, Brown, 
Hill, Riehlman, Seely-Brown, McC ‘ulloch, and Hosmer. 

Also present: Everette MacIntyre, general counsel; Wm. Summers 
Johnson, chief economist ; Frances K. Topping, economist; Clarence D. 
Everett, staff member; Marie M. Stewart, clerk; and Victor P. Dalmas, 
adviser to minority members. 

The Cuatrrman. The committee will please come to order. 

I furnished each one a copy of the statement and with your permis- 
sion, gentlemen, I will insert it in the record as a part of the hearing. 

This morning we are reopening the hearing of the full committee 
involving the iron and steel-scrap industry. Since you all have a copy 
of the opening statement, with your permission I will insert it in the 
record. 

Mr. Mutrer. Mr. Chairman, may I interrupt? Since the opening 
statement is not being read, may the record show if it is a fact that a 
copy of the statement has been fur nished to the witnesses ? 

The CHarrman. I assume is has. It has been furnished to each 
member of the committee. Maybe I had better read it. 

Mr. MacIntyre. It was furnished to all members of the committee, 
but I don’t believe to the witness. 

Mr. Motrer. I think in order to comply with the rules it should be 
read or the reading of it be waived and a copy be given to each witness, 
so they may be apprised of the purpose of the meeting. 

The Cuamman. I think I had better read it in view of that. 

This morning we are reopening the hearings of the full House 
Small Business Committee into problems involving the iron and steel 
scrap industry. 

When the program of the House Small Business Committee for 
this session of Congress was announced on March 12, 1957, I stated, 
on behalf of the committee, that the committee was— 


committed to make two investigations and studies which will require the atten- 
tion of the full committee from the outset. 


I further quoted at that time the following: 


One of these (investigations) is an investigation of the iron and steel scrap 
problems. While particular aspects of some of the conflicts which have arisen 
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over these materials have been explored, and recommendations have been made, 
the problem now is to determine whether there is reason to expect that these 
periodic conflicts may continue. If so, we must determine what the various 
commercial interests are, what policies will best protect the interests of small 
firms—including both dealers and users. At the same time we must, of course, 
recommend policies which will serve both our national defense and our strategic 
commitments abroad. 

Because of an order on May 6, 1957, of the Department of Com- 
merce placing limitations on the export of certain grades of scrap, it 
was natural for the committee to begin its investigation with an in- 
quiry into the export situation. At “the opening of the hes rings on 
May 20, I stated that this vital industry was— 
made up of several thousand scrap dealers and brokers who are, for the most 
part, small independent business people. On the other hand, iron and steel scrap 
are essential raw materials for the iron, the steel, and the malleable foundries. 
The foundries, too, include several thousand small-business firms. Finally, scrap 
steep is the essential raw material of our semi-integrated steel mills. 

At that time I also stated that we hoped to hear from all these 
industries. During the course of the first week of these hearings, we 
did hear from a number of the larger scrap dealers as well as from 
representatives of small scrap collectors and dealers. We still have to 
hear from representatives of Luria Bros., Inc., and for that reason 
Mr. Ablon, president of Luria Bros., is here this mor ning. We also 
have to hear from representatives and dealers of the semi-integrated 
steel industry. 

Now, all of us have known that proceedings were initiated some 
time ago by the Federal Trade Commission against a number of con- 
cerns alleging a monopolization of the scrap business by Luria in 
violation of the Federal Trade Commission Act and of certain pro- 
visions of the Clayton Antitrust Act. It is, of course, not the function 
of this committee to render judicial or semijudicial decisions pursuant 
to the antitrust laws. Such functions are reserved by statute to the 
Federal Trade Commission or to the courts. Moreover, we all know 
that proceedings before the Federal Trade Commission often take 
many years of time from the tinie complaints are made until final 
action is taken by the courts with respect to any possible remedial 
action. 

Naturally the institution of such a proceeding before the Federal 
Trade Commission does not preclude a committee of the Congress 
from carrying on its normal functions with respect to studying mi arket 
and other economic conditions in a particular industry—or from mak- 
ing recommendations with respect to any further remedial legislation 
which may be required for the proper regulation of interstate and 
foreign commerce. 

We have testimony from and have recorded facts about firms which 
are parties to the proceeding initiated by the FTC. Indeed, from 
the first day of this committee’s hearings, witnesses have discussed 
the role of the Luria firm in the iron and steel scrap industry. Some 
of the members thereafter suggested, and without objection the entire 
committee agreed, that a representative of Luria Bros. should be sub- 
penaed to appear. It was believed that a representative of Luria 
Bros. should be given whatever opportunity he wished to comment 
upon any statements made in the earlier record of this hearing. Ad- 
ditionally it seemed appropriate to request a representative of Luria 
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to produce certain facts and figures which bear directly on the posi- 
tion of that firm in both the domestic and the foreign market, and to 
produce documents and contracts and other information which will 
assist the committee in arriving at a true understanding of the market 
and other economic conditions prevailing in this important industry. 
This was done by means of the subpena and by a letter given to the 
president of Luria at the time the subpena was served upon him. 

[A telegram was received from attorneys for Mr. Ralph Ablon, 
president of Luria Bros. & Co., Inc., requesting that all of the testimony 
Mr. Ablon gave in closed session on June 18 and 19, 1957, not be made 
public. 

(The telegram follows:) 


Wo tr, BLock, ScHorr & Soitis-CoHEN, 


August 12, 1957. 
EVERETTE MACINTYRE, Esq., 


Select Committee on Small Business, 
House Office Building, Washington, D.C.: 

Supplementing my letter to you of August 10, 1957, and in response to telephone 
call from you today, request is made on behalf of Luria Bros. & Co., Inc., that 
testimony given in executive session by Ralph E. Ablon and the undersigned be not 
made a part of the public record. 

NATHAN SILBERSTEIN. ] 





SMALL-BUSINESS PROBLEMS RELATING TO IRON AND 
STEEL SCRAP 


WEDNESDAY, JUNE 19, 1957 


House or REPRESENTATIVES, 
Setecr Commirrer To Conpucr a Strupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINEss, 
Washington, D. C. 
AFTERNOON SESSION 


After an executive session in the morning, the committee resumed 
the hearing at 2: 05 p.m. 

Present: Representatives Patman (chairman), presiding, Evins, 
Multer, Yates, Roosevelt, Brown, Hill, Riehlman, Seely-Brown, Mc- 
Culloch, and Hosmer. 

Also present: Everette MacIntyre, general counsel; Wm. Summers 
Johnson, chief economist; Marie M. Stewart, clerk; and Victor P. 
Dalmas, adviser to minority members. 

The Carman. The committee will come to order. 

Our first witness is Mr. Ralph Michaels. Mr. Michaels, do you 
swear the testimony you are about to give is the truth, the whole truth, 
and nothing but the truth, so help you God ? 


Mr. Micnarts. I do. 


The CHarrMAn. Please proceed with the reading of your statement. 


TESTIMONY OF RALPH MICHAELS, EXECUTIVE VICE PRESIDENT, 
HYMAN-MICHAELS C0., CHICAGO, ILL. 


Mr, Micnarts. Mr, Chairman, in response to your subpena I come 
here today to give a statement regarding my recent endeavors to sell 
scrap to the OCCF, Europe’s largest purchaser. Permit me to briefly 
introduce myself and my company. I am the executive vice president 
of the Hyman-Michaels Co., a corporation formed by Joseph Hyman 
and Joseph Michaels in 1911 as the direct successor of Block-Pollak 
Tron Co., founded in 1863. 

The expanding activities of the Block and Pollak families in op- 
erating the Pollak Steel Co., of Cincinnati, and the Inland Steel Co.., 
of Chicago, dictated a separation and divorcing of the strictly scrap 
business. Hence the formation of Hyman-Michaels. 

With changes in our country’s growing economy, the nature of 
Hyman-Michaels’ business expanded to include 4 yard operations: 
Railroad dismantling, a field in which we are considered a pioneer ; car 
wrecking; equipment merchandising; steel products; rails; and more 
recently, railroad-car leasing. We employ approximately 250 perma- 
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nent employees, and the entire ownership of the company now rests in 
the Michaels family. 

Shortly after World War II, we were members of a syndicate con- 
sisting of Luria Bros., Schiavone-Bonomo, and, subsequently, Richard 
Nathan Co., and Associated Metals & Minerals Cor p. This syndicate, 
called the European Scrap Recovery Corp., was formed to import 
hundreds of thousands of tons of scrap from Europe, and eventually 
included large scrap imports from Japan. 

During this activity, tragedy befell our family and company. Our 
brother and his wife were killed in a British commercial-plane accident. 
At the time of his death, my brother was executive vice president of 
the company and most active in our foreign operations. His demise, 
coupled with the retirement of the chairman of our board, dictated a 
curtailment of our foreign-scrap activities until we could rearrange 
our house. 

By the turn of this year, we felt we could make an effort to reenter 
in a bigger way the field in which we had once been a major factor. 
Because of a fr iendship engendered years ago by our father with the 
- Chinese people, and in spite of our executive shorthandedness we 

d made a few shipments to Taiwan. 

As a first step toward a substantial reentry in the foreign business, 
it was decided that I should go to Europe to visit OCCF. “Experi lence 
dictated that it would be fruitless and certainly too time consuming to 
go to Brussels to ring doorbells without proper introductions. 

Knowing that our former European correspondent was very closely 
connected with officials of the Italian Steel Producers, I contacted 
Willy Heineman, living in Nervi, Italy, to arrange my visit to Brussels. 

Through his friends, a meeting was set up for 2 p. m. Wednesday, 
May 22. “This meeting was to have been with one of the directors of 
OCCF, Dr. Mascioli. I was to be accompanied on the visit by our 
French correspondent, Mr. Jean Heineman, managing director of 
Intertrade International Distribution Co., of Paris, son of Willy 
Heineman, who had made all the arrangements. 

Prior to leaving Paris on Tuesday we received a cablegram from 
Heineman stating we should not see Mascioli, that he was being re- 
placed and no successor as yet had been appointed; but that Mr. 
Mangerotti, of Compsider, Milan, an important member of the scrap 
committee, had left Milan to meet us at OCCE’s office. 

At the appointed time Jean Heineman and I presented our cards 
at the OCCF office and were told that we would be received by a cer- 
tain Mr. De Meo. In perfect English Mr. De Meo informed us Dr. 
Mascioli had been obliged to leave Brussels and as far as Mr. Man- 
gerotti was concerned he had not shown up in Brussels, and he thought 
he was still in Paris, or maybe Milan. 

Mr. De Meo continued by saying Mr. van den Berg, head of the 
organization, had left explicit instructions to buy no scrap in his 
absence, except from Luria Bros. Although he, De Meo, was van den 
Berg’s assistant, he handled no American scrap, knew nothing about 
it, and unfortunately there was no one else to whom I could talk. I 
told De Meo this was quite a blow, as I had come quite some distance 
to offer our services to OCCF. 

I told him we had heard through reports we had received from our 
friends in Italy that the consumers there were quite dissatisfied, par- 
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ticularly with the quality of scrap they were getting from the United 
States. ; 

Since we were predominantly interested in the railroad field and 
exporting of premium scrap I felt we had certain definite suggestions 
to offer. Mr. De Meo immediately interrupted to say this was not so, 
that the present source, Luria Bros., was giving them very satisfactory 
scrap. He proceeded to say over 100 American scrap dealers had re- 
cently offered premium scrap but OCCF was satisfied with its source. 

For one who professed to have nothing to do with American scrap 
markets, Mr. De Meo, besides being most difficult, was proving most 
informed. 

I then opened another tack, which, gentlemen, was my prime pur- 
pose for endeavoring at this time to open up new avenues of scrap. 
At the present time one can only ship 1,500- to 1,800-ton cargoes from 
the Great Lakes area, but in the not-too-distant future when the 
great St. Lawrence Waterway is opened, the Great Lakes area with 
its abundance of scrap may become a prime source for exports. 

I had felt, therefore, that now was the time to lay the groundwork 
for what may eventually be big business. When I explained this to 
Mr. De Meo he immediately stated, “Mr. Michaels, we certainly would 
not be interested in any scrap from the Great Lakes area for two rea- 
sons: One, we would do nothing to disturb Luria’s buying ability in 
that area; and, secondly, the Canadian Government has, through 
diplomatic channels, asked us not to receive scrap from the Great Lakes 
district, as such surplus scrap as is there should be reserved for Cana- 
dian mills.” 

Gentlemen, both these statements were astounding to me. First, I 
just could not fathom that one sovereign government would request 
another government entity to refrain from doing business with a third 
sovereign government’s people. As a matter of fact, I asked Mr. De 
Meo if he had not received scrap from the Great Lakes area, and he 
said, “Of course not.” 

I then asked him what about the cargo of scrap from Lincoln Iron 
& Metals Co., of Milwaukee, that was received by his group through 
International Iron & Metals of Toronto. 

He was quite astonished that I had this information, and he imme- 
cliately backtracked and said that one cargo had been bought, but on 
the request of Canada there was no more. This, I thought, just 
could not be, and I felt sure now that Mr. De Meo was parrying every 
thrust I made, merely to protect Luria Bros. 

To skip in chronological order for a minute, I might point out that 
within 30 minutes after my return to Chicago I received a telephone 
call from Robert D. Smith, ship broker in Cleveland, Ohio, inquiring 
whether or not we would be interested in chartering any vessels from 
the Great Lakes area to continental Europe. He proceeded to tell me 
that he and others had now several charters for a competitor of ours 
for shipments from Milwaukee to Rotterdam, Antwerp, and Bremer- 
haven. 

Back to my conversation with Mr. De Meo, he was quite curt and 
said, in effect, “Really, Mr. Michaels, this entire interview is a waste 
of time, since OCCF intends to confine all of its purchases to Luria, 
whom they consider their sole agent.” 
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He did state, however, that if we had an isolated cargo, particularly 
from the Gulf, which we could offer them at a price at least $2 less 
than they could purchase from Luria, they might entertain such an 
offer, that they had bought a few such isolated cargoes; but, other than 
that, any scrap we might like to offer, we should do so through Luria 
Bros. 

At this point in our conversation, a French-speaking gentleman 
entered the room and Mr. De Meo immediately left. My corre- 
spondent, who speaks fluent French, took over the conversation, and 
after a few minutes of conversation this other gentleman left, and 
Mr. Heineman proceeded to tell me that that gentleman was Mr. 
Mangerotti, who Mr. De Meo had said was not to be found. 

Mr. Mangerotti had come into the room to proffer his apologies as 
he had suddenly been called into a directors’ meeting which had lasted 
all morning and through the lunch period, and he was not going to be 
able to see us. 

He had stated that we should try to see Mr. Benz van den Berg, 
who unfortunately was presently vacationing in Italy, but, in Mr. 
van den Berg’s absence, of course, we should continue our conversation 
with his assistant, Mr. De Meo. 

From the previous statements made by Mr. De Meo, we knew this 
interview would be fruitless. I stated to Mr. Heineman that we could 
do nothing further, but when Mr. De Meo came back, I would want 
to hear him repeat his statements regarding Canada, and particularly 
the futility of offering scrap to OCCF, except through Luria Bros. 

Mr. De Meo returned to the room not too embarrassed. I questioned 
him again along the lines as stated above, and his previous statements 
were repeated with this astonishing addition: He said, OCCF buys 
scrap from Luria on a cost-plus basis, and if they were to buy from 
us, it would only hurt Luria’s ability to control the market. 

We left Brussels thoroughly convinced of the fruitlessness of en- 
deavoring to do any business with OCCF that was not conducted 
with the sanction of, or through, Luria Bros. 

My parting remarks to Mr. De Meo were to the effect that I ad- 
mired the size and power of Luria Bros., and that there is no question, 
in my mind, that they are the world’s largest scrap-iron dealers. We 
cannot compare to them in size, but I said to him, “What you have 
asked me to do is like asking Studebaker to market its cars through 
General Motors.” He said, “That is sort of the idea.” I got the idea. 
And if you gentlemen have not, I will be happy to answer your 
questions. 

The Cuarrman. Mr. Riehlman, would you like to ask some ques- 
tions? 

Mr. Rreutman. Not at this time. 

The Cuatrman. Mr. Seely-Brown? 

Mr. Srety-Brown. No. 

The Cnarrman. Mr. Hosmer. 

Mr. Hosmer. Your statement has in it a number of places where you 
say you were “startled” and “amazed” and a few more things like that. 
You were not really amazed ? 

Mr. Micnaets. I was amazed. 

Mr. Hosmer. But you were not amazed at what happened; were 
you? 

Mr. Micuaers. Not too much. 
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Mr. Hosmer. You were in the position, probably, of more chance 
to lose and less chance to succeed ; were you not? 

Mr. Micuaerts. No, sir; I was not. I would not have gone to 
Europe, if I did not think that there was a chance. Certainly, the 
contacts that we had made in Italy led me to believe that the way to 
success had been opened. 

Mr. Hosmer. Were you amazed, Mr. Michaels, to learn that OCCF 
had a purchaser, and has the right to buy from whomsoever they 
please ? 

Mr. Micuaets. I think so. 

Mr. Hosmer. And they have a right not to buy from you? 

Mr. Micwarts. I assume so. 

Mr. Hosmer. So, an outfit that is under a foreign government—or a 
series of foreign governments—— 

Mr. Micuaets. I do not understand that. 

Mr. Hosmer. They are not an American firm. 

Mr. Micuaets. I believe they are under foreign control; yes. 

Mr. Hosmer. European. What is termed a purchasing agent? 

Mr. Micnaets. Yes; that is right. 

Mr. Hosmer. So we have no right to legislate as to them. 

Mr. Micwarrs. Our Government has a certain power, through its 
licensing ability. 

Mr. Hosmer. That is, to regulate them—you then feel that the Gov- 
ernment could establish a licensing system, so that indirectly, at least, 
you could force the European community to buy from a large number 
of people? 

Mr. Micwaets. I do, sir. 

Mr. Hosmer. Why do you feel that way ? 

Mr. Micraerts. I happen to be of the school of complete freedom 
of trade, freedom of speech, freedom of markets, and I am a great be- 
liever in that. 

Mr. Hosmer. Regarding as to whom you deal with ? 

Mr. Micnartrs. Yes. 

Mr. Hosmer. And a freedom of choice of whom you will buy prod- 
ucts from ? 

Mr. Micrarts. AsI stated. 

Mr. Hosmer. OCCF, as well as others ? 

Mr. Micrrarts. I do not believe in creating a monopoly. 

Mr. Hosmer. Well, you see what you want done is the antithesis 
of the principle you have enunciated, complete freedom; is it not? 

Mr. Micraets. I do not believe so, at all. I do not think that they 
are contradictory. 

Mr. Hosmer. And your type of recourse is a question of supply, is 
it not? 

Mr. Micnarts. You mean where I buy my stuff from ? 

Mr. Hosmer. You have complete freedom. 

Mr. Micnmaers. [like to feel that any door is open to me. 

Mr. Hosmer. If you do not want to sell somebody that you do not 
want to sell to, you do not do so. 

Mr. Micriarrs. I do not have to. 

Mr. Hosmer. Do you think that the Government should come in and 
tell you that you had to agree to buy or sell to somebody that you did 
not want to do business with ? ' 

Mr. Miretavens. It has. 
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Mr. Hosmer. During the wartime? 

Mr. Micwaerts. Yes. On certain occasions; even then we were not 
given too much choice. 

Mr. Hosmer. In a period of shortage; and so forth? I just want 
to point out that I think that in giving a broad principle, that is all 
right, but you are asking, also, for some exc eptions toit. Lama little 
doubtful as to why you were astonished that the Canadians wanted to 
keep the source of scrap for their iron and steel industry. Is that not 
part of the business of the Canadian Government ? 

Mr. Micwuarts. Well, I had never heard of the Canadian Govern- 
ment asking the United States to embargo stock. I have heard of our 
own Government doing it, but not that Government. What right has 
Canada to tell Be Igium that they should not buy in the United States? 

Besides which, as I think I made clear in my statement, I question 
the veracity of that statement. 

Mr. Hosmer. We have been trying to tell the rest of the countries 
in the free world that they should not sell to the Communists. 

Mr. Micuaets. Is that not a little bit different from free trade? 

Mr. Hosmer. I think it is the antithesis of it. 

Mr. Miciaets. I think that is something that has to do with the 
politics of the world. 

Mr. Hosmer. But you want—— 

Mr. Micwarts. You asked earlier if I would refuse to sell anyone— 
yes—I would not sel] them. 

Mr. Hosmer. You want to set up some sort of an export system 
whereby another government or outfit would have to buy a certain 
minimum amount from sellers in the United States. 

Mr. Srety-Brown. Will you yield ? 

Mr. Hosmer. Yes. That is all I have—I have no further questions. 

Mr. Srety-Brown. The reference that you have made to the possi- 
ble action by the Canadian Government, you have no knowledge that 
that was actually an action initiated or taken by the Canadian Gov- 
ernment—all you are reporting is what the men told you? 

Mr. Micrrarts. I had never heard that, sir. 

Mr. Seery-Brown. In other words, you are repeating information 
which was told to you—and you, yourself, have never checked further 
to find whether that was actu: lly a true statement / 

Mr. Micnagts. The only thing I know is the reverse of it—having 
firsthand knowledge of shipment that had been made from the Great 
Lakes area, and other shipments that are being made. As to what 
Canada did, whether they did say that or not, I do not know. 

The Cuarrman. Before asking you any ae ions, I would like 
for Mr. MacIntyre to ask some questions. 

Mr. Hosmer. The reason I questioned you as I did was to try, if 
possible, to get some reasons on the record why some action possibly 
should be taken in this situation, other than just to give you the busi- 
ness, because I am not too much of the opinion that the Government 
should step in between competitors and try to help one or the other of 
them out. 

The Cuarrman. Mr. MacIntyre, you may proceed, sir. 

Mr. MacIntyre. Mr. Michaels, did I understand you to say that 
you are operating scrap yards? 

Mr. Micuaets. Yes, sir. 
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Mr. MacInryre. Where are they located ? 

Mr. Micuagts. In the St. Louis area, and Chicago. 

Mr. MacIntyre. You say the St. Louis area—where is the yard? 

Mr. Micwarts. The yard itself is in Alton, Il. 

Mr. MacIntyre. In Alton, Il., and in Chicago ? 

Mr. Micnarrs. And the Chicago yard is in Hegewisch, Il.—both 
contiguous to the greater area. 

Mr. MacIntyre. Those are two yards that you are operating now, 
then, as iron and steel scrap yards? 

Mr. Micwaets. Yes, sir. 

Mr. MacIntyre. Did you at one time operate a yard in St. Louis? 

Mr. Micrarts. We did. We hada yard in St. Louis. Our St. Louis 
operation dates back, well, before my time—lI think the formation of 
the company was in about 1912 or 1913. We had a yard on the west 
side of the river, but because most of our scrap was going to Granite 
City Steel, we moved the yard to the east side of the river, to M: adison, 
Il]., where the switching rate would be much less to the principal con- 
sumer of the type of scrap we were then making. 

Mr. MacInryre. You continued to operate that yard, did you? 

Mr. Micwarrs. Yes, sir. We continued to operate. 

Mr. MacIntyre. Do you operate it today / 

Mr. Mrcwarrs. No. 

Mr. MacInryre. When did you stop this operation ? 

Mr. Micuagrs. We stopped operating that yard, well, shortly after 
allocation stopped, around 1952 or 1953. We were doing nothing but 
contract work for Luria. 

Mr. MacIntyre. Where were the shipments from that yard going? 

Mr. Micnarts. Principally to Granite City. 

Mr. MacIntyre. You said Granite City—that is East St. Louis? 

Mr. Micnagrs. Yes, sir, Granite City Steel Co. 

Mr. MacInryre. Granite City Steel Co. 

Mr. Micwarts. Yes. 

Mr. MacIntyre. Why did you not continue making shipments to 
that company from that yard ¢ 

Mr. Micuaets. We could not. 

Mr. MacInryre. Why? 

Mr. Micnaets. Because the type of scrap we were making was rail- 
road scrap. There was no other consumer of that grade of scrap, to 
a great degree, in the St. Louis area, other than the Granite City 
Steel Co. Granite City was then an exclusive of Luria Bros. 

Mr. MacInryre. Did they get an exclusive at that time ?/ 

Mr. Micwagts. 1950. 

Mr. MacIntyre. How did you learn that? 

Mr. Micnaets. We got an announcement through the mail. 

Mr. MacInryre. From whom? 

Mr. Micnagts. From Granite City Steel Co. 

Mr. MacIntyre. To what effect ? 

Mr. Micuaerts. There was a printed announcement, like an invita- 
tion to a ball—they were engraved announcements—to the effect that 
henceforth all purchases of scrap to the Granite City Steel Co. would 
be done through Luria Bros. 
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Mr. MacInryre. Tell, in as brief a manner as you can, what that 
meant to you as a scrap-yard dealer at Madison, [l., as to the effect 
on you ? 

Mr. Micwarts. Well, it was a serious blow to us, particularly, be- 

sause in the year 1949 we were the largest supplier of scrap to Granite 
City Steel Co. In the year 1950 we had been the second largest sup- 
plier of scrap. And previously we had always been 1 or 2; and it 
meant that henceforth we would have either to seek other outlets for 
our scrap, and/or deal through Luria Bros., who were a direct com- 
petitor of ours. 

Mr. Seety-Brown. Will you yield there? 

Mr. MacIntyre. Yes. 

Mr. Seety-Brown. To follow further Mr. MacIntyre’s questioning, 
did you feel when you got that announcement that there was any thing 
illegal or improper—that it was either illegal or improper—it was a 
disappointment, naturally; but, so far as the market was concerned, 
did you feel that some law had been violated ? 

Mr. Micnaerts. I do not know, sir—I did not know. I am not a 
lawyer. 

Mr. Srety-Brown. I am not, either. I can see that it would be a 
disappointment to any of us to have lost a customer. Did you feel 
that there was anything improper or illegal in the action that was 
taken by that steel company ? 

Mr. Micuarts. I thought t that there was a moral impropriety, since 
there had been an insignificant supply of scrap and where, at least, 
there were three other competitors supplying almost as much as we, 
and Luria Bros. hardly supplied them with any: but, as far as the 
economic—I mean, the legal end of it, I would not know. 

Mr. Hosmer. Were you supplying them as a dealer or a broker ? 

Mr. Micraerrs. Both. 

Mr. Hosmer. What did you supply them from the yard ? 

Mr. Micwarrs. The question that was asked of me had to do with 
our Madison yard. We w ere also supplying them as a broker. 

Mr. MacInryre. Back in 1952 you were precluded from supplying 
them either as a broker or as a yard? 

Mr. Micnaets. Yes, sir. 

Mr. Rreniman. Did they give you any reason for it ? 

Mr. Micrrarrs. At the time of the announcement, no. Subsequently 
there was a meeting, since so many protests had been made to the 
then management of the Granite C ity Steel Co. There was a meeting 
held at Granite C ity, at which Mr. Marshall, who was then president, 
or chairman of the board, I forget which, of the company met with 
all of the suppliers and dealers ‘and what not, and said, “Gentlemen, 
the management of the Granite City Steel Co. appreciates the scrap 
you have given us—the service you have given us: but for reasons 
beknown to ourselves, we feel that henceforth all purchases of scrap 
will be done through Luria Bros., and we would certainly appreciate 
your cooperation.” 

And within 5 minutes the meeting was over. 

Mr. Rreutwan. I think this, that we have just got to meet the 
competition. And when we are called in—if my company is called 
in, and my manager is told by the president of the corporation that 
we are dome a lot of business with today we «are doing a lot of 
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business with other small privately owned stores and companies; but 
if this big corporation that we are doing some business with said, “We 
are sorry, Mr. Williams, we just have made up our mind that we are 
going to buy from your competitor over here”; what am I going to 
do? 

[ mean, I have my business; I have done my best. I just cannot go 
out and cut the legs off of Mr. Derby, or feel that something is 
radically wrong with his operations, if he is a keener operator ‘and 
able to get the business away from me. I wonder what I will do. I am 
wondering what I will do to help you in your position, too. 

The Ciamrman. Possibly, Mr. MacIntyre can ask some questions 
that will give enlightenment. 

Mr. Hosmer. Did you at any time sell scrap to Luria for that 
mill ? 

Mr. Micnarrs. Never 

Mr. Hosmer. Did you tr yto? 

Mr. Micnagrs. Did we try it, sir? 

Mr. Hosmer. Yes. 

Mr. Micnarts. Yes,sir. They refused to buy. 

Mr. Hosmer. Did youtry selling to Luria? 

Mr. Micuarts. We have. They refused to buy from us. 

That is within recent years. 

Mr. MacInryre. When you were selling the iron and steel serap 
as a broker to Granite City, as well as other steel mills, but par- 
ticularly Granite City Steel, you were buying from other small serap 
yards, that is, operators of them; were you not ? 

Mr. Micuarts. Yes, that is the function of a broker; yes, sir. 

Mr. MacInryre. What happened to their business when you could 
not sell Granite City Steel any longer—did you handle theirs? 

Mr. Micnarrs. To answer that question—that is, the answer to that 
question, I would like to go back a little. 

St. Louis, the immediate area of St. Louis is a negative scrap mar- 
ket—there is practically no—— 

Mr. MacInryre. When you talk about “negative,” do you mean 
a deficit market, in which there is a shortage of scrap / 

Mr. Micnarrs. Considering that St. Louis is not a great manufac- 
turing district, the only available scrap, readily available scrap with- 
in the St. Louis area is what we call No. 2 grade—predominantly No. 
2 bales—which is an inferior scrap. No mill ean run solely on that. 
Some scrap has to be brought mto the St. Louis area from distant 
points. 

We know that so well now from our Alton operation. We bring 
scrap three and four hundred miles into Alton to prepare our scrap. 

That is for Laclede. 

Mr. MacIntyre. Repeat that name / 

Mr. Micnuarts. Laclede, L-a-c-]l-e-d-e, Steel Co., for them. 

This other major consumer in the St. Louis area, Laclede, that I 
have just mentioned, was a wire mill and they did not buy No. 2 
bundles. They only began buying a few No. 2 bundles during the 
period of allocation, when other ser ap was not available. 

When you handle a dealer’s scrap, he wants you as his broker to 
handle all of his grades of scrap. You cannot go to a dealer and 
ask him for his premium grades, and not buy some of his secondary 
erades. 
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When we lost the Granite City Steel Co—and when I say “we,” I 
am speaking of all other brokers in the St. Louis area—other than 
Luria Bros.; we lost our ability to handle No. 2 bundles for the other 
scrap dealers in the area, as brokers. Consequently, we lost our 
ability to buy their other grades of scrap as well. 

Mr. MacIntyre. What did they do about it ? 

Mr. Micuarts. These other dealers sold to Luria Bros., if they 
wanted to move their scrap. 

Mr. MacIntyre. Are they doing that today ? 

Mr. Micuarts. To a great extent, yes. 

Mr. MacInryre. As you see it, they had no other choice ? 

Mr. Micnaerts. They did not, sir. 

Mr. Hosmer. When did the exclusive begin ? 

Mr. Micwaets. The exclusive began in 1950. 

Mr. Hosmer. During that year, how much in dollar volume of 
scrap business did your company do? 

Mr. Micwarts. I wish that I could answer that with some degree of 
accuracy, but I cannot. 

Mr. Hosmer. Can you give-us an estimate ? 

Mr. Micwagts. I would say around 12, 15 million dollars. 

Mr. Hosmer. 12, 15 million dollars? 

Mr. Micuagts. About 12, I would say—it might be lower than that. 

Mr. Hosmer. How much did you do in 1951? 

Mr. Micuarts. That is a very difficult question for me to answer. 
I have not refreshed my memory on statistics such as that. 

Mr. Hosmer. How much did you do in 1955? 

Mr. Micwarts. In 1955? I have to visualize markets. Dollar 
volume depends so much on what the price of scrap was at that time. 
It did not go up until 1956. I imagine about $10 million. 

Mr. Hosmer. Do you know what the tonnage was? 

Mr. Mic aes. Tonnages are a little easier to haz: wd a guess on. 

Mr. Hosmer. All right, let us take 1950 tonnage. 

Mr. MicHaerE.s. We did about 200,000 tons. 

Mr. Hosmer. In 1951 ? 

Mr. Micwaets. In 1951, that was a little under that, about 185,000. 

Mr. Hosmer. 1952? 

Mr. Micnarts. About 200,000 again. 

Mr. Hosmer. 1953? 

Mr. Micuaers. 1953 was—I think I can answer your question better 
by saying that we were very constant for that period until 1954, and 
then we began i increasing gradually, until today it is over 300,000. 

Mr. Hosmer. According to your statement, even if you lost—you 
dropped about 15,000 tons the next year, and then the next year you 
went back up, and subsequent to that you have been doing better 

Mr. Micnagzs. That is right. 

Mr. Hosmer. You sold your scrap and got some customers that for- 
merly somebody else had: 1s that it ? 

Mr. Micnarts. Now you are getting to the question that maybe is the 
answer to the other. 

When we lost the Granite City Steel business, we convinced the 
Laclede Steel Co. that we should build a scrap yard at Alton, Il. 
That we did, at an expenditure of some $750,000 and it has taken us 
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about 5 years to put that scrap yard onto a paying basis. And in 
1956—we built the yard in 1952 and 1953—the yard turned a profit 
for the first time. The volume there has steadily increased. 

Mr. Hosmer. If you had not lost the Granite City Steel business, you 
would never have gone to Alton ? 

Mr. Micuagts. I say probably not—I say probably—I do not know. 
But you also have to bear in mind, when you ask a question such as that, 
you have to ask what was the consumption of scrap in the United 
States. When you find in a period that the consumption of scrap has 
gone up roughly 30 percent; so that any company that stays constant 
has retrogressed rather than progressed. 

Mr. Hosmer. You are all right now, are you? 

Mr. Micwarts. Yes, sir. We had a very serious period of depres- 
sion in our company. We are now back where we were about 6 years 
ago. 

Mr. Hosmer. Good management. 

Mr. Micrarts. Thank you. I lost my brother who was one of the 
active members. 

Mr. Hosmer. I thought that was in the thirties. 

Mr. Micwaets. In 1949. And I was much too young to take over 
from him. It has taken a good long time. 

And I have more gray hairs. 

Mr. Hosmer. You did have management difficulties ? 

Mr. Micuaets. Quite right; yes, sir. 

Mr. MacIntyre. Can you name any other suppliers from whom 
you were purchasing scrap for resale to Granite City Steel at about 
the time that Granite City Steel cut you off? Was the Steel Baling 
Co. one of them? 

Mr. Micuarrs. To name the scrap dealers in St. Louis would be 
difficult. I think the principal one was Steel Baling—that was a com- 
pany that we had helped get started. 

Mr. MacIntyre. You had many of them, but that was one of them? 

Mr. Micwasgts. That was one of the main ones. 

Mr. MacIntyre. What happened to it afterward, after you were cut 
off from Granite City ? 

Mr. Micwaegts. We did not sell any scrap for them. 

Mr. MacInryre. Do you know what happened to them ? 

Mr. Micuaerts. Yes. As amatter of fact, they changed management 
and sold the company. Someone else is operating it now. 

Mr. MacIntyre. Have you attempted to reopen your yard, after 
it was closed ? 

Mr. Micnwarts. We attempted this year. We tried at our Alton 
yard to handle railroad cars and locomotives up there, but it was not 
very successful, because it cost us extra money to move that raw ma- 
terial on the hoof up to Alton. 

Then, after we got the material prepared, we were at a mill that was 
only a spasmodic buyer of railroad scrap. 

Mr. MacIntyre. That was Laclede? 

Mr. Micnarrs. Laclede; yes, sir. It is contiguous to Laclede Steel 
Co.—our yard is—and they do not like railroad scrap. They only buy 
it now and then, when other scrap is not available, because it is a pre- 
mium grade, and they do not like to spend money for that scrap, 
that quality of scrap which they do not need. 
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So then to market the railroad scrap that we had at Alton meant 
moving it back to Granite City, or back to St. Louis, or up to Chicago. 
And it was just not economical or feasible to do that. 

So we wanted to keep our railroad contacts. We reopened our 
Madison vard: and we sell the railroad scrap there and try to market it. 

We were flatly told by Luria Bros.’ manager in St. Louis that he 
was only going to buy railroad scrap from his regular sources, which 
were the railroads in St. Louis. 

We actually moved scrap from within the 40-cent freight rate. 
which is at Granite City, and spent $7 a ton to move it to Chicago, to 
find a market; because Luria would not buy it from our Madison yard. 

That was that experiment, and there are several thousand tons sit 
ting in our Madison yard that we cannot market. 

Mr. MacIntyre. Did you hear of any efforts of anyone, any of your 
suppliers, not to sell you scrap ? 

Mr. Micuaers. Well, we know of such people that did not sell us 
scrap, as Steel Baling, that you mentioned. We had an allocation, dur- 
ing the allocation period that they gave to us. Some one from Luria 
Bros. convinced them to renege on that allocation to us and to send 
the scrap to Granite City through Luria Bros. 

Mr. MacIntyre. Are there other incidents of that kind that vou 
know about ? 

Mr. Micnarrs. That people would not sell to us? 

Mr. MacInryre.: That came to your attention at that time? 

Mr. Micnarrs. At one time Granite City was the only consumer 
of No. 2 bundles. When we would quote a seller on other grades, the 
more desirable ones, he would reply something like this: 

“We would like to give you some business, but if we do, L. B. will 
be mad: all we would have for them would be No. 2 bundles.” 

Mr. MacIntyre. What do you mean, “LL. B.”? 

Mr. Micnarus. Luria Bros. 

Mr. MacIntyr. Did they explain why they knew that-—how they 
knew it? 

Mr. Micuaets. It was told in pretty plain laneuage. 

Mr. Hosmer. Will you relate the practices of the trade as to No. 1, 
No. 2, and so on? 

Mr. Micwaests. I do not follow that question. 

Mr. Hosmer. I think you said something about that. 

Mr. Micnaets. Yes. 

Mr. Hosmer. You had to buy some of the lower grades, in order to 
get the higher grades? 

Mr. Micnarrts. When I as a broker go to any scrap dealer and want 
to buy some scrap—try to make a deal—he is reluctant to sell me better 
grades without my taking some of the inferior grades. 

Mr. Hosmer. That is the situation that you mentioned there, that 
relationship ? 

Mr. Micnarts. Yes, sir. 

Mr. MacIntyre. Do vou have any knowledee of the amount of scran 
controlled by Luria, as the result of this exclusive arrangement with 
steel mills ? 

Mr. Micnarrs. Yes. That is a question that we in the trade—and 
when I say “we in the trade.” various scrap dealers and yard operators 
around the countryv—have endeavored to answer for ourselves many 
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times, and the only answer we can come up with is a very misleading 
one. We take the statistics of the 16 or 17 steel mills that are now 
exclusive purchasers of scrap from Luria Bros., take their tonnage, 
that is, their independent tonnage, and compare that to the total. But 
that statement will not give you the answer. I am speaking of the 
ingot tonnage that they have. 

The United States Steel Corp. has tremendous sources of scrap 
within its own body. Therefore, if they purchased X number of 
tonnages, it means very little as compared to the Granite City Steel 
Co., who control no sources of scrap. So, from the statistics that are 
available to us, without seeing the books—and they are not open to 
us—we have hazarded a guess that Luria Bros. today control about 
50 percent of the purchasable scrap in the United States today. 

Mr. MacIntyre. Does that to you in the scrap business, as a dealer 
and a broker, mean, then, that a great number of small scrap-yard 
dealers in this country must sell to and through Luria Bros. ? 

Mr. Micrarrs. Absolutely. 

Mr. MacInryre. Does that also mean that they must sell at such 
prices as are fixed by Luria? 

Mr. Micrarrs. Absolutely. If you are a scrap dealer in Denver, 
Colo., you can either eat your scrap, or look at it, or sell it to Luria Bros., 
because they are the exclusive buyers for the Colorado Fuel & Iron Co., 
who are the only consumers in that area. 

Mr. Hosmer. We have had testimony from some witness to the effect 
that even though they had nobody else to sell to, they got a price—do 
you think that ‘Luria’s operations depress the price that dealers get for 
their products ? 

Mr. Micnarts. Well, I know that if I were the exclusive buyer for 
some mill, I would certainly control whatever price I paid anybody. 
And I would cert: uinly see that was done. How else can that man 
answer that question? He is depending on his livelihood from Luria 
Bros. 

Mr. Hosmer. I do not think he is even selling to Luria Bros. Ir- 
respective of that, the prices—— 

Mr. Micnaerxs. He is not in a market where Luria controls every 
mill. 

Mr. Hosmer. No. In the Rocky Mountain area, that does generally 
bear some reasonable relation to the average prices that are quoted. I 
think you have a futures market in C hicago. 

Mr. Micuarrs. No. A few of us in the United States successfully 
defeated that. 

Mr. Hosmer. As to the Rocky Mountain prices, throughout the rest 
of the country, is there not some relationship there, for example, if at 
Kansas City you obtain $40 for scrap, they will pay a higher price at 
Pueblo, to keep that scrap from going to Kansas City at $40? 

Mr. Mrcnaers. You have freight on that distance, to keep that scrap 
in that territory. 

Mr. Hosmer. If it sold for $15 in Kansas City, it goes up ? 

Mr. Micnasgts. It must go up at Pueblo, Colo., to $30. My conten- 
tion is that that scrap out in Pueblo—— 

Mr. Hosmer. Probably a higher price in Kansas City. You have 
a greater amount of consumption there. Is it not true that ser ap is 
worth less on the west coast than on the east coast because of the greater 
demand ? 

Mr. Micwaets. No. 
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Mr. Hosmer. It was at one time. 

Mr. Micwaets. It used to be, many years ago, but within the last few 
months the Pacific-Coast price for scrap has run the highest in the 
United States. 

Mr. Hosmer. If you had 200 million tons of scrap up at the North 
Pole, you probably would not offer very much for it. 

Mr. Micuaerts. That is true. 

Mr. MacIntyre. Are you and your company a member of the Insti- 
tute of Scrap Iron & Steel ? 

Mr. Micuaets. No, sir; we are not. 

Mr. MacIntyre. Have you been a member / 

Mr. Micuarts. We have beena member. Asa matter of fact, I was 
chairman of the public relations committee when we resigned. 

Mr. MacIntyre. You resigned ? 

Mr. Micuasrts. Yes, sir. 

Mr. MacIntyre. When did you resign / 

Mr. Micuaerts. About 3 or 4 yearsago. I think it was 1954, or—— 

Mr. MacIntyre. Why did you resign ? 

Mr. Micuaets. Well, there was a series of events there. Just 
briefly, I got tired of beating my brains against a brick wall. 

Mr. MacIntyre. What do you mean by that? 

Mr. Micuarts. The institute, to my mind, is completely dominated 
by one company. There was no use spending my time and money 
trying to do a job which I thought could be done for the industry in 
public relations, when it was dominated from the top to the bottom. 

Mr. Rizutman. Do you belong to any association now / 

Mr. Micuaets. Yes, sir; two. 

Mr. Rreutman. What are they? 

Mr. Micuaegts. The National Federation of Independent Scrap 
Yard Dealers and the National Association of Waste Material 
Dealers. 

Mr. Rrentman. Do you hold an office in either one? 

Mr. Micuaets. I am chairman of the public relations committee 
for the National Federation. 

Mr. Rreximan. Thank you. 

Mr. Hosmer. Does anybody dominate either one of those other two 
associations ? 

Mr. Micuaetts. No, sir; not so far as I know. 

Mr. Hosmer. Can you give us anything specific upon which you 
base your conclusion that Luria Bros. dominated the institute / 

Mr. Micuagts. Yes, sir; I can. 

Mr. Hosmer. Give us that, please. 

Mr. Micwaets. I received several letters from the national head- 
quarters in Washington that there were offers of scrap from various 
foreign countries. We were importers of scrap previously. And 
each letter would be addressed to 3 or 4 companies. Every letter 
went to Luria Bros. The carbon copies—we saw them. It was done 
openly. 

I remember one in particular came from Mr. Barringer’s office, the 
headquarters of the institute here in Washington, in which he told 
us that some gentleman, whose name escapes me right now, had been 
in, who was chairman of the transportation for the Korean Govern- 
ment, and that they were going to offer 100,000 tons of scrap for 
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negotiated sale. And he thought that the addressees would be 
interested in knowing this, and there were four of us on that letter. I 
appreciated getting that information. It was vital to my business to 
know that there was 100,000 tons of scrap coming on the market. 
Mr. Barringer was present at a meeting of the institute in Chi- 
cago—— 

Mr. MacInryre. What isthe date of the meeting ? 

Mr. Micuazts. Ac hapter meeting. 

Mr. MacIntyre. When? 

Mr. Micuaets. I am going back to 5 or 6 years to answer his ques- 
tion. And in a public meeting I got up and asked Mr. Barringer how 
many letters were going out of the office disseminating information 
that was vital, that ‘should be limited to “we,” and, when I say “we,” a 
choice few, and I frankly resented getting that infor mation. 

As chairman of the public relations committee, I thought that it 
was a disservice that the entire industry was not so notified, because 
I knew, sir, and say here that if I was one of only four getting letters, 
there were letters that I was not getting; and it was significant that, 
on every letter I got, where the other people might change that ap- 
peared, Luria Bros.’ name was always there where the others might 
change. 

Mr. Hosmer. You only got part of them, and Luria got all of them ? 

Mr. Micuaegrs. I was suspicious of that. 

Mr. Hosmer. Did you find out whether or not it was true? 

Mr. Micuarrs. How can you? 

Mr. Seety-Brown. What answer did he give you? 

Mr. Micnarrs. He was the most embarrassed person in the world, 
and Stanley Kaplan, who was a bitter competitor of mine, immediately 
rose up and informed me that he was astounded because he had not 
received such a letter, and he was the president of the institute at the 
time. 

Mr. Hosmer. Did he say that you dominated the institute ? 

Mr. Micwarrs. He was flabbergasted. He did not know it was go- 
ing on, and he was the president. 

Mr. RirnimMan. Did they have some reason for doing this, because 
they felt that certain people might be interested in that type of pro- 
curement or were properly situated, or had people located in those areas 
that might bid on it ? 

Mr. Micuaerts. In this partic ‘ular instance I can visualize where a 
foreign government that had not previously disposed of scrap, going 
to Thomas’ Registry and looking up the n: umes, and i inquire as to what 
was the trade organization most prominent in this particular field, 
and that they go to the headquarters for assistance. I believe that a 
trade organization such as that should disseminate it to all of the 
members. I do not believe that happened. 

Mr. Rreutman. That may not have been. 

Mr. Hosmer. What is that? 

Mr. Mrcuagts. You asked would I know of one. That one pops into 
my mind immediately. 

Mr. Hosmer. I wish that you could be specific. Have you any 
more? 

Mr. Micuarts. Of domination ? 
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Mr. Hosmer. Yes; that led you to your conclusion that the institute 
was dominated. 

Mr. Micuarrs. There was a debate in Atlantic City at a meeting 
of the board of directors in which there were a group of us who 
were interested in petitioning the Government- 

Mr. MacIntyre. The board of directors of what? 

Mr. Micnaers. Of the institute; yes. 

Mr. MacIntyre. About when was that ? 

Mr. Micnwaetns. 1954. 

Mr. Hosmer. That was the year you resigned ? 

Mr. Micuaertrs. No; 1953, then. It was before we resigned, be- 
cause I was on the board at that meeting. 

I am not sure it was the one in Atlantic City or in Detroit. It does 
not matter where the meeting was held; but we were interested in 
petitioning the Government to open-end scrap, because there were deal- 
ers, particularly on the eastern seaboard, starving to death—actually 
were starving for lack of business. 

One dealer put up a sign, “Yard Closed, Ran out of Money.” He 
could not sell. 

Luria Bros. at that time was very beholden to certain steel com- 
panies, and they sparked that thing through the mill, and got it so 
watered down that the statement was meaningless. It took about a 

year later until scrap was finally opened up. 

Mr. Hosmer. That was a statement by the board of directors 

Mr. Micnaerts. Yes, sir. 

Mr. Hosmer. Did they control the board of directors? 

Mr. Micuarts. Toa certain degree. 

Mr. Hosmer. Did they control a majority of the board of directors? 

Mr. Micuarts. They have today about 10 members on the board of 
directors. 

Mr. Hosmer. I am talking about the time in 1953. I think there are 
some 25 or 29 directors, are there not? 

Mr. Micuaerns. Yes. 

Mr. Hosmer. How many directors were Luria people at that time; 
do you know ? 

Mr. Micnaets. It would not matter how many were their people— 
how many they controlled. I would hazard a guess that the president 
of the Rocky Mountain chapter, who had to sell his scrap to Luria 
Bros., is not one of their people; but, certainly, he is under their 
domination. 

There were two different questions. 

Mr. Hosmer. They have to buy from the Rocky Mountain area, from 
the suppliers out there ? 

Mr. Micnarts. They have to buy from him, yes, to get their scrap. 

Mr. Hosmer. You concluded th: it—your sense of feeling was that 
Luria had the thing watered down? 

Mr. Micuarrs. Absolutely. 

Mr. Hosmer. They had so man y people directly on the board of 
directors, that is it / 

Mr. Micuarts. I was on the unfair trade practices committee. I 
am sure about that one, too. 

Mr. Hosmer. If you can tell us briefly, go ahead. 
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Mr. Micwarts. As chairman of the public relations committee, I 
was a meinber of the unfair trade practices committee. And there was 
a period of time when No. 2 bundles were in great disrepute in this 
country. The steel mills just refused to buy them. They were a 
miserable product. They were full of rocks, dirt, and bricks, and non- 
metallics of every kind; and, as a broker, it was hurting our business, 
because of our inability to market that quality of scrap. 

The more scrap that is acceptable to the mill, the better the ability 
to market it. 

So a group of us started this movement for a fair trade practices 
code. And we wrote one. <A direct result of it 

Mr. Hosmer. Everybody was for what you wrote, and they were 
for Luria? And some from Luria were for the things that you wrote 
up? 

Mr. Micnarts. Luria Bros. were not against fair trade practices, 
as we started out about cleaning up their bundle situation. What 
they were against was the fact that we put in a resolution that any 
company w ho was cited for these practices would not only be expelled 
from the institute, but as far as possible boycotted in the business. 

Mr. Hosmer. Was that Luria Bros. 

Mr. Micwarts. That they would not sign. 

Mr. Hosmer. Though, that seemed to be dominated by them—the 
only ones that did not want that; and those that were dominated or 
seemed to be—or were there others ? 

Mr. Micuarts. There were some very guilty persons on the board 
who were very much opposed to this thing. 

Mr. Hosmer. They were not dominated ? 

Mr. Micnarts. We had the resolution. It did go through, but it 
was watered—it was exactly meaningless. And many of the ; practices 
are still going on today. 

Mr. Mun rer. Did you have any legal advice as to whether or not 
the proposed resolution—a strong resolution—would run counter to 
antitrust regulations ? 

Mr. Micnaegts. That was one of the things. 

The Cuarrman. Particularly, boycotting ? 

Mr. Micwaets. The boycotting, yes, definitely. 

As to publicity, the mills know who the guilty parties are, and we 
wanted to publish them in our bulletin, et cetera. 

Mr. Hosmer. I have nothing further. 

The CuarrmMan. Mr. MacIntyre, have you finished ? 

Mr. MacInryre. I have one other thing that I want to go ahead 
with. 

The CuarrMan. Go ahead. 

Mr. MacInryre. Since we have been on this question about the in- 
stitute, I wanted to call the attention of the committee to a list of the 
oflicers, directors at large, presidents of chapters, and chairmen of the 
committees of the institute. It is in a list that was furnished by Mr. 
Barringer in accordance with the request made by the committee to him 
when he was about to leave the stand; and it shows the name 
of the companies that each of these individuals is associated with 

I would like to offer it for the record at this time, because it will help 
fill in a lot of information that apparently is missing on this very 
question. 
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Mr. Hosmer. Can we have that in the record, or do we have that in 
the record ? 

Mr. MacIntyre. Mr. Barringer could not remember all of the 
people, but he has since put it in. 

The Cuarrman. Unless you show the connection, there is no point 
to it. 

Mr. Hosmer. We have got to go down the list, do we not ? 

Mr. MacIntyre. Wecan do that. 

The Cuarrman. Yes. 

Mr. MacIntyre. I would like first to offer it for the record, and then 
hand it to the witness. 

The Cuarrman. You got it from Mr. Barringer? 

Mr. MacIntyre. Yes. 

The CHarrmMan. Without objection, it will be inserted in the record. 

Do you want to ask him about those ? 

(The document referred to follows :) 





OFFICERS OF THE INSTITUTE OF Scrap IRON & STEEL, INc., 1957 


President: Leonard H. Krieger, Southwest Steel Corp., Pittsburgh, Pa. 

First vice president: Myron L. Chase, Luria Bros. & Co., Inc., New York, N. Y. 

Second vice president: Milton K. Mahler, Morrow Steel Co., Detroit, Mich. 

Treasurer: E. J. Moskowitz, Schiavone-Bonomo Corp., Jersey City, N. J. 

Secretary: Harry Marley, Abe Cooper-Syracuse, Inc., Syracuse, N. Y. 

Treasurer emeritus: Samuel G. Keywell, the Samuel G. Keywell Co., Inc., 
Detroit, Mich. 

DIRECTORS-AT-LARGE 


FE. J. Afram, Afram Bros. Co., Milwaukee, Wis. 

Ben Lavetan, L. Lavetan & Sons, York, Pa. 

Lewis Miller, Columbia Iron & Metal Co., Cleveland, Ohio. 
Harold Weinstein, Calumet Iron & Supply Co., East Chicago, Ind. 
Isadore Proler, Proler Steel Corp., Houston, Tex. 

Dominic J. Giordano, Giordano Waste Material Co., Camden, N. J. 
Marshall A. Shapiro, California Metals Co., Oakland, Calif. 
Michael Rosenberg, Chicago Metals Co., Chicago, Il. 

Morris Brenner, Brenner Iron & Metal Co., Winston-Salem, N. C. 
Philip Smith, Joseph Smith & Sons, Inc., Washington, D.C. 

Leo Chapin, Chapin & Fagin, Inc., Buffalo, N. Y. 

Maurice A. Schlafer, Schlafer Iron & Metal Co., Detroit, Mich. 
Harry Goldberg, Goldberg Iron & Steel Co., Columbus, Ohio. 


PRESIDENTS OF CHAPTERS (DIRECTORS) 


Capitol district: Marvin E. Buff, Buff & Buff, Inc., Schenectady, N. Y. 

Central Pennsylvania: Samuel L. Abrams, B. Abrams & Sons, Inc., Harris- 
burg, Pa. 

Chicago: David Miller, Whitehall Engineering Co., Chicago, Ill. 

Cincinnati: Hugh J. Ungerleider, American Compressed Steel Corp, Louis- 
ville, Ky. 

Gulf Coast: Herbert Stern, the David J. Joseph Co., Houston, Tex. 

Indiana: Alex Fligeltaub, Henry Fligeltaub Co., Evansville, Ind. 

Michigan: Louis Rogovein, Atlas Scrap Iron & Metal Co., Detroit, Mich. 

New Jersey: George A. Rubine, Hudson Iron & Metal Co., Bayonne, N. J. 

New York: Louis Zinader, Luria Bros. & Co., Inc., New York, N. Y. 

Northern California: Henry Levoff, Luria Bros. & Co., Inc., San Francisco, 
Calif. 

Northern New England: Julius H. Alpert, Alpert Iron Co., Chelsea, Mass. 

Northern Ohio: Stanton Luntz, the Luntz Iron & Steel Co., Cleveland, Ohio. 

Northwest: Yale B. Davis, West End Iron & Metal Corp., Duluth, Minn. 

Pacific Northwest: Irving J. Sternoff, Sternoff Metals, Seattle, Wash. 

Philadelphia: Meyer W. Abrams, Abrams Metal Co., Philadelphia, Pa. 

Pittsburgh: Hugh L. Ruffner, Columbia Iron & Metal Co., Pittsburgh, Pa. 
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Rocky Mountain: John L. Crum, Luria Bros. & Co., Inc., Pueblo, Colo. 

St. Louis: Leonard L. Bierman, Bierman Iron & Metal Co., Inc., St. Louis, Mo. 

Seaboard: Harold L. Effron, H. Klaff & Co., Inc., Baltimore, Md. 

Southeastern: J. B. Chinn, Midwest Steel Co., Birmingham, Ala. 

Southern: Harry L. Schwartz, Schwartz & Son, Inc., Charlotte, N. C. 

Southern California: Ruben Finkelstein, Finkelstein Supply Corp., Los An- 
geles, Calif. 

Southern New England: James M. Ketcham, Jacob Bros., Inc., Bridgeport, 
Conn. 

Western New York: Norman M. Weltmann, Abe Cooper-Syracuse, Inc., Syra- 
cuse, N. Y. 

Wisconsin: Charles Locke, Gus Holman Co., Inc., Sheboygan, Wis. 


CHAIRMEN OF COMMITTEES OF THE INSTITUTE OF SCRAP IRON & STEEL, INC. 


Alloys: Marvin 8. Plant, H. Klaff & Co., Inc., Baltimore, Md. 
Balers: Leonard I. Abrams, Atlas Steel & Supply Co., Cleveland, Ohio. 
Brokers: Barney L. Keywell, the Samuel G. Keywell Co., Inc., Detroit, Mich. 
Convention: Herman Caplan, Grant Steel Corp., Pittsburgh, Pa. 
Fair trade practices: I. B. Bennett, the I. A. Barnett Co., Barberton, Ohio. 
Finance: George L. Sturm, the David J. Joseph Co., Cincinnati, Ohio. 
Foreign trade: 
Ralph E. Ablon, Luria Bros. & Co., Inc., New York, N. Y., general chairman. 
Herman D. Moskowitz, Schiavone-Bonomo Corp., Jersey City, N. J., east 
coast chairman, 
Paul W. Learner, the Learner Co., Oakland, Calif., west coast chairman. 
Membership: Joseph A. Moskowitz, Samuel Sons Iron & Steel Co., Ine., 
Brooklyn, N. Y. 
National affairs: Manuel Brown, Joe Browns & Sons, Grand Rapids, Mich. 
Public relations: Jack J. Levand, Luria Bros. & Co., Inc., Cleveland, Ohio. 
Transportation: J. P. Purdy, the Purdy Co., Chicago, Il. 
Yard dealers: J. B. Schlossberg, Lipsett Steel Products, Inc., Chicago, Ill. 
Seminar: Herman D. Moskowitz, Schiavone-Bonomo Corp., Jersey City, N. J. 
Special projects coordinating committee: S. Allen Nathanson, the M. Cohen 
& Son Co., Cleveland, Ohio. 
Research committee: David C. Holub, Holub Iron & Steel Co., Akron, Ohio. 
Mr. MacIntyre. I would like to hand you this list of officers, direc- 
tors, presidents of chapters, and chairmen of committees of the insti- 
tute, and ask you if you will identify the companies, the names along- 
side the names of the individuals—stating which ones are Luria affil- 
lates, subsidiaries, or suppliers, and specifying which, because you 
know them in the trade. 
Mr. Micnaerts. That is a difficult question for me, because we do 
not operate all over the United States. 
So far as I can 
Mr. MacIntyre. Do not cover any that you do not know about. 
Mr. Hosmer. Wait a minute. 
The CHatrMan. Name each one. 
Mr. Hosmer. State the name opposite. 
Mr. Micnarrs. Leonard H. Krieger, Southwest Steel Corp., Pitts- 
burgh, is a wholly owned subsidiary of Kania Bros. 
First Vice President Myron L. Chase, Luria Bros. and Co., Inc. 
Secretary Harry Marley, Abe Cooper-Syracuse, Inc., Syracuse, N. Y. 
Mr. Rreutman. Wait a minute. Are they owned by Luria Bros. 2 
The Cnarrman. He has not gotten to it. He is naming each one and 
stating whether or not they are. 
Mr. Mcurer. What is the purpose of putting them in, if the affilia- 
tion is in the record, unless the witness is going to tell us something 
about them ? 
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Mr. Rirutman. What about the people there from my own district, 
Cooper & Marley? Tell me what their association is in the field that 
is dominated. 

Mr. Micnarts. They were very great purchasers for Luria. 

Mr. MacIntyre. In what way ? 

Mr. Micnaets. The outlets of their scrap were principally Luria ex- 
clusive accounts. 

Mr. MacInvyrr. In other words, they are suppliers of Luria? 

Mr. Renin. The vy are very fine people. 

Mr. MacIntyne. Specify in each instance if he has any relationship 
with Luria, what that relationship is, whether it is a subsidi: ary, sup- 
plier, or what. 

The Cnarrman. May I interrupt here? Here you have some six 
names up there who are officers. How many of those six are either 
connected with Luria 

Mr. Hosmer. He started out reading the names and identifying the 
people. Give us the names. 

The Cuamman. That is more satisfactory, I will admit. I was 
trying tosave time. He wantstocatchatrain. He has not too much 
time. Hewas trying to shorten it. 

Mr. MacInryre. We do not need to go through it, unless the commit- 
tee wants it. 

The Cuarrman. As has been said, you have taken the first 2 or 3 up 
here; have you not ? 

Mr. Micnarts. Yes: two principal officers. 

The CHamman. Are Luria; and the next one is not connected ? 

Mr. Mctrer. How long? 

Mr. Micuarts. Publicly or privately? Because until the Federal 
‘Trade Commission hearings about 2 years ago, Luria never admitted 
that Southwest Steel was a wholly owned subsidiary. It came out in 
the trial, 

Mr. Murer. How long has it been wholly owned, as a subsidiary ? 

Mr. Micnuarts. I cannot answer that question, because I do not know. 

Mr. MacInryre. Is it not shown that it has been since about 1951 ? 

Mr. Mrcnarexs. Again, either Luria or Southwest Steel stockowner- 
ship books would have to show that. I can only guess about that. 

Mr. Mcurer. We were told this morning that Mr. Krieger had 
worked wp to the position where he earned the presidency of the insti- 
tute while he was not affiliated with Luria. 

Mr. Micuaets. I can answer this, in answer to that, that prior to 
the time that Luria Bros. admitted on the Southwest deal, for about 
10 years Luria Bros. brokeraged all of Southwest Steel scrap that 
they a, v could. 

The Cramman. Are we getting very far in having him go over 
this entirely ? 

Mr. Rrenuman. I think not. 

Mr. Hosmer. Wait a minute. Back here 5 or 10 minutes ago, the 
record will indicate that these officers of the Iron and Steel Scrap Insti- 
tute are mostly owned and controlled by Luria Bros. This fellow 
Barringer got hold of me when we were going into these things before, 
and showed me that list of officers. There are maybe 3 under officers 
and 3 under directors that are Luria Bros. affiliates. I don’t know 
hew we can do business with them. 
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Mr. Murer. May I suggest that we submit this list to Mr. Ablon 
and let him indicate what the connections are, if any, of the people on 
this list. 

Mr. Hosmer. I'll agree with that. 

The Crrarrman. Then we'll do it that way. Mr. Ablon can get it. 

Mr. Micuarzs. But you won't get it. 

The Cuamman. That is the best course. 

Mr. MacIntyre, you take it and submit it to him. 

Mr. Muurer. Why do you say, Mr. Witness, we wouldn’t get that 
information from him ? 

Mr. Micwarts. I have checked this list. The ones that say Luria 
Bros., it is obvious they are members of that organization. But I have 
checked in here, Irving Sternoff of Sternoff Metals, Seattle, Wash.— 
Luria Bros. are now exclusive suppliers of scrap to Bethlehem Steel 
Co., which are the only producers and distributors of scrap in Seattle. 

I question if Sternoff will testify other than what Luria Bros. wants 
him to. 

Mr. Mutter. You don’t mean to indicate that the committee will 
be unable to get this man to make an affidavit as to what the affiliation 
or association is with this company. 

Mr. Micnaets. They are biased. 

Mr. Mutter. You mentioned Cooper. I think you will concede that 
Cooper is not an officer or stoukhioler of Luria Bros. ? 

Mr. Micuaetts. That is right. 

Mr. RreniMan. But he sells a lot of scrap to them. 

Mr. Micnarrs. Whom else could he sell to if he wants to market his 
scrap in Syracuse ? 

Mr. Hosmer. Your conjecture is that, for that reason he will do 
what Luria wants him to do? 

Mr. Micnarts. In Colorado there is a similar situation. In Colo- 
rado, there is just the Colorado Fuel & Iron. Certainly that is why 
in certain districts—— 

Mr. Mutrer. Is there anyone else in Seattle who could service 
Bethlehem Steel’s scrap there? Is there anyone else? 

Mr. MicnaArts. You are asking me a question that I can’t answer. 

Mr. MacIntyre. May I make an observation? There was an extra 
large dealer in Seattle that was able to supply more than Bethlehem 
would need, and about 6 weeks ago, Bethlehem Steel Co. bought that 
dealer’s yard and immediately turned around and made some arrange- 
ments with Luria to operate it. That is Dulien. So from here on out 
it would appear that if it is operated according to the self-interest 
of Bethlehem, which owns the yard, all the scrap that goes in there 
will be handled by Luria, as Bethlehem sees fit to have it “handled, be- 
cause Bethlehem owns it. 

Mr. Hosmer. The record also shows that Dulien has been trying to 
peddle that business for a number of years, and finally got rid of it for 
family reasons, I believe. 

Mr. MacIntyre. But the effect on independent scrap-yard dealers 
will be, of course, a consequence of what has happened. Whatever 
that effect may be. 

Mr. Micnuarrs. I can go further with Mr. Multer here and mention 
Bethlehem Steel’s operation in the Buffalo area. They do buy a smat- 
tering of scrap, that has been done for 45 years or 50 years, from the 
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Duluth Iron & Metal Co. Luria has no operation in the Lake Superior 
area. But other than that scrap from Duluth, I don’t know of anyone 
that can sell Bethlehem direct from Buffalo. I can’t. I don’t think 
youcould. Idon’t know anybody else that can. 

So they can truthfully say they are not an exclusive. 

Mr. Murer. Why isthat so? 

Mr. Micuaerts. Because they buy everything through Luria Bros. 

Mr. Mutrer. Why do they dhs it through Luria Bros.? What is 
the reason that causes them to do it? Is there an interlocking stock 
interest? Is there an interlocking directorate interest? W hat is it 
that causes them to say that nobody else can sell you but Luria Bros. ? 
What hold has Luria Bros. got on them ? 

Mr. Micuaerts. Again, sir, I think you are asking me to conjecture, 
to testify to someone else's reason that I don’t know. 

Mr, Mouurer. Having in mind that this is a closed session and we'll 
delete parts from this record before making it public, if we do decide 
to make it public, anything that will not be of factual benefit to the 
committee or the Congress, give us the benefit of your conjecture, if 
you will, please, as to what it is that causes this monopoly situation, if 
I may use that phrase, to exist between Bethlehem Steel and Luria ‘ 

Mr. Micwatts. Well, as you phrase the question, realizing that this 
is only one person’s conjecture, and I do not have any facts; I do not 
have any access to any records, = only gossip as we exchange it fre- 
quently within the scrap trade, Luria Bros. \ vegan getting these ex- 
clusives 4 or 5 years ago. 

It is a snowball. It is gathering momentum so fast that it has 
frightened many of us. 

Mr. Hosmer. What is the reason for it was the question. 

Mr. Micnwaets. The reason for it. They profess that they can con- 
trol the market, that they do in many instances, as we have talked 
about in these isolated areas 

Mr. Hosmer. Let’s get thisdown. Obviously, if the steel companies 
are doing this, it must be of some economic advantage to them. What 
is that economic advantage ¢ 

Mr. Micnaets. The economic advantage to the steel company could 
possibly be control of the shipments of scrap, control of markets, con- 
trol of prices, control in sources of supply. 

Mr. Hosmer. They don’t have to have big purchasing departments 
to deal with them ¢ 

Mr. Micuarts. It perhaps shifts the burden of purchasing to an- 
other corporation. 

Mr. Hosmer. And with the increasingly strict requirements as to 
quality of scrap, it affords the opportunity to the steel company to at 
least find out who is shipping them inferior scrap, if they are getting 
it, doesn’t it ? 

Mr. Micuaets. I question whether that is a factor. 

Mr. Hosmer. If they are buying from 6 or 8 or a dozen different 
dealers and sources, and putting it in the yard, and putting it in the 
molt, it is almost impossible, if they get some bum scrap, to tell where 
it came from; isn’t it ? 

Mr. Micwarts. That can only be told when the scrap arrives at the 
steel mill and is inspected there on arrival. Once it is in the pile, it 
can’t be identified. 
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Mr. Hosmer. There might be a lot of bronze or nonferrites inside a 
bundle ? 

Mr. Micwaru. I do feel if they are buying bundles for Granite 
City Steel Co. in St. Louis, and one shipper constantly has tremen- 
dous rejections, they will exercise a certain quality control by elimi- 
nating them from their list of accredited shippers. 

Mr. Multer asked a question I have been trying to get to about 
Bethlehem. There is in our minds some connection, What it is, none 
of us knows, between Bethlehem Steel Co, and Granite City Steel Co, 

Mr. Mutter. I think it is stated on our record that Granite City is 
owned by Bethlehem. Am I right or wrong about that? 

Mr. Jounson. Wrong. 

Mr. Micuaerts. Mr. Marshall, who is president, or chairman. of the 
board of Granite City, is an ex-Bethlehem man. Whether there is 
joint stockownership between the two companies, only SEC could 
determine that. We don’t know. Certainly it is a close relationship. 

We know for a fact now, because it is public knowledge, that Luria 
Bros. is owned by Ogden Corp. which, in turn, is controlled 80 per- 
cent by Charles Allen. 

Mr. MacIntyre. Who is Charles Allen ? 

Mr. Micwaets. He is a fabulous financier. 

Mr. Hosmer. A what? 

Mr. Micuaets. A financier. 

Mr. Hosmer. And he has 85 percent of the stock ¢ 

Mr. Micuasts. 80 percent. Again, this is 

Mr. Mutrer. Does he own any Bethlehem stock ? 

Mr. Micwaerrs. That is something we in the trade only suspect. 
We do know that he or his associates either own outright, or own the 
majority of the stock—no; I have that backward, 

Colorado Fuel & Iron owns Wickwire-Spence, and Allen or Ogden 
own a big share of Colorado Fuel & Iron. We have seen a pattern 
that wherever Luria Bros. gets an exclusive, somehow or other the 
name Charles Allen suddenly appears. That has been the pattern of 
conjecture in our trade. 

As I say, it has frightened many of us to the point where we just 
don’t know which way to turn. 

Mr. Mutter. Does Charles Allen appear in Granite City ? 

Mr. Micwasgts. Does he appear in the picture ? 

Mr. Mutter. Yes. 

Mr. Micwaegts. He did at the beginning 

Mr. MacIntyre. In Rheem Manufacturing Co. ? 

Mr. Micuaets. I don’t know. 

Mr. Mutter. Assuming that the factual situation establishes that 
Luria Bros. does control the Scrap Institute, what do you think 
that the Congress can do about that, or should do about it? 

Mr. Micwaerts. Frankly, I don’t see where Congress can do any- 
thing about a situation like that. If it could be established, I think 
that knowledge should be made public, so that the other members of 
the trade will be aware of the situation. They know it now through 
conjecture, again. 

I don’t like to keep using that word. There are many companies 
who feel as I do that it is so dominated they are gradually with- 
drawing. 
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Mr. Mutter. If it is a matter of exposure of what is going on within 
a voluntary association, trade association or otherwise, I think that 
exposure should be brought about not by Congress, but by members 
of the association. 

Mr. Micuaets. As I say, it is very hard to do when you have mem- 
bers there who are beholden to the one you are exposing, beholden 
for their livelihood. 

Mr. Mutter. Unless someone should suggest that the antitrust laws 
be amended so they can include members of the trade associations as 
adjuncts to the business firms. 

The Cuarrman. The members can act just as the witness did. He 
can just get out. He is convinced in his own mind, and I imagine 
others can do the same thin 

Mr. Micuaets. That is right. 

The Cuatrman. I don’t think we should be concerned about that. 

Mr. Mutter. Do you have in mind any legislation or legislative ac- 
tion you can recommend to Congress on the overall situation concern- 
ing this Serap Institute ? 

Mr. Micuaets. Well, I think we get into a question of definition of 
what creates monopoly, that it isa “monopoly. When is business big 
and when isn’t it big? Just by pure coincidence, I happened to read 
in the New York Times on Monday a feature article in the financial 
section which tried to define what is big business. They had the same 
statement, it depends on the industry. 

There is a situation in our scrap business, though, that, as I said be- 
fore, it is growing so that we in our trade feel that this has become— 
is rapidly becoming—even bigger a monopoly, and you have laws 
already on the statutes to contend with that. 

The Cuarrman. To contend with monopoly, but a question of big- 
ness does not enter into it, as long as they don’t throw their weight 
around, so to speak, or use it for monopolistic powers. 

Mr. Micnarts. It has been done. 

The Cuatrman. There is where the law would come in. 

Mr. Micuaets. It has been done. This gentleman mentioned one, 
Rheem Manufacturing Co. 

Mr. MacIntyre. If I may make the observation, there is a proposal 
now pending before Congress for the strengthening of antimonopoly 
laws which would apply in a different way in some ‘of these situations 
from the past laws, and that is this, the antimerger, prenotification 
provision which is now before Congress for consideration. 

If, for example, back in 1948 and 1950, such a provision had been 
in the law and Luria had had to report to the Antitrust Division and 
the Federal Trade Commission that it was proposing to purchase 
Southwest Steel Co., that this witness has testified about, then he and 
others could have gone to those agencies and informed them what 
they thought would be the probable effect, and they then would have 
studied that before these acquisitions had taken place. So it is possible 
that what is being brought out here today, in my humble opinion, 
could be considered by the Congress as some reason for acting or not 
acting on present proposals that are in pending legislation. 

Mr. Micnagts. May I make a statement? 

Mr. Hosmer. May I move to strike the counsel’s last statement, be- 
cause it is not pertinent to a small business inquiry. 
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The Cuarrman. Well, Mr. Hosmer, since this is executive, we are 
not going to make any of this public anyway, until we approve it. 

Mr. Hosmer. No, but I believe counsel should confine his business 
to the questioning of the witness or at least to soliciting information 
from the witness, and not include his policy and belief. 

Mr. Mutrer. Mr. Chairman, I think counsel’s statement was 
prompted by my questions. I think it is a proper statement. I agree 
with the chairman, if it is to come out of the record, I think we should 
take it up at the time we go over the whole record and decide what is 
proper to be left in. 

Mr. Hosmer. I withdraw my motion. 

The CnHarrman. Are there any more questions ? 

Mr. MacInryre. I have none. 

The Cuarrman. Thank you very kindly, Mr. Michaels. If we have 
any more questions, we may ask them by telegram, and I assume that 
you will be available to answer them. 

Mr. Micnarts. That is perfectly all right. 

The Cuarrman. Off the record, please. 

( Discussion off the record.) 

The CuarrmMan. Mr. Johnson, who is our next witness ? 

Mr. Jonnson. Mr. Chairman, this is Mr. Donaldson, executive vice 
president of the Steel Founders’ Society of America. 

The CHarrmMan. Will you raise your right hand, sir? 

Do you solemnly swear that the testimony you are about to give 
before the committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Donatpson. I do. 


TESTIMONY OF F. KERMIT DONALDSON, EXECUTIVE VICE PRESI- 
DENT, STEEL FOUNDERS’ SOCIETY OF AMERICA, CLEVELAND, 
OHIO 


Mr. Donatpson. Mr. Chairman, this is Mr. A. J. McDonald, who is 
the Washington representative of the Steel Founders’ Society. 

The Cuatrman. Weare glad to have you, Mr. McDonald. 

Mr. Donatpson. My name is F. Kermit Donaldson. I am execu- 
tive vice president of the Steel Founders’ Society of America, Cleve- 
land, Ohio, an office which I have held for 8 years—and previous to 
which I served a term as president of the society. Prior to that time 
I was for 33 years actively engaged in the steel-casting industry. 

Steel Founders’ Society of America is the trade association of the 
steel-casting industry. The society is comprised of 137 company 
members operating 149 steel foundries. Better than 80 ‘ieee of 
these fall in the small-business category, that is, they have less than 
500 employees per company. The principal products of the industries 
are castings for railroad equipment valves, fittings, machinery, rolling 
mills, building and construction machinery, materials handling equip- 
ment, and castings for various military uses—one principal use being 
that of cast armor for tanks. In 1956 the industry produced about 2 
million tons of steel castings and according to the Bureau of Mines 
report purchased 3,350,000 ‘tons of sct ‘ap. As an evidence of the in- 
dustry’s importance in times of emergency, steel castings have always 
been among the first commodities to become controlled materials. 
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The industry is concerned over the continued export of substantial 
tonnages of steel scrap, and particularly the export of the better grades 
of scrap, Steel scrap is the principal raw material used in producing 
steel castings. Slightly more than 1 ton of scrap is required for each 
ton of castings produced. About 2 tons of scrap must be melted to 
produce a single ton of steel castings. The ability of the industry to 
produce is dependent entirely upon the availability of suitable grades 
of scrap. There is no substitute. 

Because of the shortages which occurred in both World War II and 
the Korean war, it was necessary to have special campaigns to bring 
out obsolescent scrap. In addition, it was necessary to have another 
campaign during 1957, making 3 major scrap ¢ ollection campaigns dur- 
ing the last 15 years. In recognition of the importance of maintain- 
ing an adequate supply of this valuable commodity, no secfap exports 
were permitted from 1940 to 1953. 

Because of the shortages the industry became concerned immediately 
when restrictions on export licenses were lifted during the last quarter 
of 1953. We have been particularly concerned because the high quality 
grades of scrap which are essential to the operation of steel foundries— 
and which are none too plentiful at any time—have been shipped out 
of the country as No. 1 heavy melting scrap. 

We do not believe that there has been sufficient differentiation in 
establishing the grades of scrap which have been exported. Only 
about 10 percent of the scrap used by the steel casting industry is 
classified as No. 1 heavy melting. 

During the peak and shortage year of 1951, less than 1 percent of 
the scrap used by the steel casting industry was in the form of No. 1 
bundles, and normally less than one-tenth of 1 percent is in this form. 
No No. 2 bundles were used. 90 percent of the scrap used by the in- 
dustry is of higher grade than No. 1 heavy melting. We have made 
a comprehensive study of the purchased scrap consumption by grades 
by members of Steel Founders’ Society of America, covering the years 
1941 to 1955 inclusive, and this information has been made available 
to the Department of Commerce for its consideration. 

Practically every study that has been made of the potential sup- 
ply of obsolete scrap indicates a continuously increasing shortage 
of the heavy melting and better grades of scrap for the next 10 to 13 
years. The latest of these studies is that prepared by Battelle Memo- 
rial Institute which was ordered by the Congress as a result of the 
hearings before the Committee on B: inking and Currency during 
March of last year. 

This report indicates that the projected demand for heavy melting 
scrap exceeds the projected replacement crop by 34.2 million net tons 
for the period 1958 to 1965. The report also indicates that the pro- 
jected repli ucement crop for bundle scrap exceeds the projected demand 
by 81.3 million net tons during this same period. 

It is on the basis of this overage of bundle scrap that statements 
have been made that there will be an ample supply of scrap—but as 
has already been pointed out, it is not possible for the steel casting 
industry to use this type of scrap. What we are concerned about is 
the indicated tremendous shortage in the grades of scrap which we 
must necessarily have. 

Steel castings are being produced to continuously more rigid specifi- 
cations, particularly Lane ¢ castings which are produc ed for the military, 
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for oilfields and refineries, and for atomic energy use. During the. . . 
shortages which have occurred in the past, it has been necessary for the 
industry to makeshift with less desirable grades of scrap in order to 
keep up production. This has resulted in increased difficulty in meet- 
ing the stringent specification requirements, particularly of the mili- 
tary. 

As an evidence of the importance of steel castings to both the mili- 
tary and civilian economies, we have already pointed out that steel 
castings have always been among the first to become controlled ma- 
terials in times of emergency. In recognition of this importance and 
its effect on the national security in the future, we believe that a 
critical examination should be made of the policy of permitting ex- 
port of the quality grades of scrap. 

The Cuatrman. We have looked over your statement, Mr. Donald- 
son, and if we understand this statement correctly, do you think we 
should be very careful about exporting certain grades and qualities 
of scrap ¢ 

Mr. Bbitabssolt T do. 

The Cuatrman. That isthe point you want to make ? 

Mr. Donaupson. Yes. 

The Cramman. If it is all right with you, we will file this state- 
ment in the record and the committee will ask questions about it. 

Mr. Donatpson. All right. 

The Cuatrman. Do you have any questions, Mr. Hosmer? 

Mr. Hosmer. None at the moment. 

The Cuairman. Mr. Multer? 

Mr. Mutter. No questions. 

Mr. MacInryre. Mr. Donaldson, where do the grades of scrap iron 
come from that the steel foundries use ? 

Mr. Dona.pson. They come from two principal sources. They come 
from the obsolete scrap sources, for example, railway cars which are 
destroyed, that have outlived their usefulness; old cut-up structurals 
and plates that may have come from buildings or old bridges, and 
items of that sort. 

Another source would be prompt industrial serap, which would be 
cut-up scrap ends from plate and structure, the waste materials that 
come from a fabricating plant. So you have two sources from which 
the scrap principally comes for the steel foundries. 

Mr. MacIntyre. What is the difference between steel-foundry op- 
erations and steel-mill operations, as far as scrap usage is concerned ? 

Mr. Donaxpson. Steel foundries require a 100 ercent charge of 
scrap. In other words, we don’t have anything dn to use for raw 
material. 

In the steel-mill operation, in the integrated mill operation, they 
have blast furnaces, so that when scrap becomes short, it is possible 
to use a higher proportion of hot iron, and a lower proportion of 
scrap. We don’t have that possibility in the foundries; that is why 
we are so interested in preserving the good grades of scrap. 

Mr. MacIwrryre. Does it take more than a ton of scrap to produce 
a ton of steel castings ? 

Mr. Donatpson. Yes. 

Mr. MacInryre. Why would it? 











302 IRON AND STEEL SCRAP 


Mr. Donaxpson. It takes about 10 percent more than a ton of scrap 
to produce a ton of steel castings, because we have on the average about 
a 10 percent melting loss in the process. 

Mr. MacIntyre. What is the cost effect in producing steel castings if 
the steel scrap prices should rise ? 

Mr. Dona.pson. It has a direct cost effect. If the cost of scrap, or 
the price of scrap goes up, for example, $20 a ton, the cost of producing 
steel castings will go up $22 a ton because of this 110 percent factor. It 
is a direct increase based upon the increase in the price of scrap. 

Mr. MacInrynre. Are any of the products produced by firms such as 
yours competitive with steel-mill products ? 

Mr. Donatpson. Oh, yes. Steel castings are competitive with weld- 
ed fabrications; they are competitive with forgings; they are competi- 
tive with stampings; and they are competitive with other forms of cast 
materials—cast iron, malleable iron. 

Mr. MacIntyre. You purchase scrap wherever you can buy it to the 
best advantage ? 

Mr. Donatpson. The society, of course, does not purchase scrap. 
It is the trade association representing the steel-casting industry. But 
our individual company members, of course, buy scrap wherever they 
can. to their best advantage. 

Mr. MacInryre. They do not, as far as you know, then, have a 
policy of dealing exclusively with a large broker ? 

Mr. Donatpson. No, I don’t think there would be any such policy. 

Mr. MacIntyre. In other words, they would buy competitively from 
a number of small yards and scrap dealers ? 

Mr. Donatpson. They will buy any place they can get the kind of 
scrap they need to operate their foundries. 

I might say that because these particular grades of scrap are the 
better grades of scrap, and probably at no time in too much of an 
oversupply, they will do a lot of buying around to get what they need. 

Mr. MacInrvre. If a situation should arise whereby steel mills hav- 
ing any control over the supply of scrap and the price of it should cause 
the price to go up, it would have an ill effect on the operations of the 
members of your society; is that correct ? 

Mr. Donatpson. I have already stated what the effect of price 
increases is on the cost of producing steel castings. 

Mr. MacIntyre. But if the steel mill—if those competitors should 
have any control over the price and undertook to exercise that control 
over raising it, it would affect you in the manner you have indicated ? 

Mr. Donatpson. Yes. 

Mr. MacIntyre. That is all I have. 

The Cuamman. Mr. Hosmer, do you have any questions? 

Mr. Hosmer. Mr. Donaldson, you state here that steel-foundry 
industry uses scrap of a higher grade than No. 1 heavy melting? 

Mr. Donatpson. Yes, sir. 

Mr. Hosmer. In other words, it is an ungraded premium type of 
scrap; is that it? 

Mr. Donatpson. It is not ungraded. The grades are specifically 
known in the trade. 

Mr. Hosmer. What are they called? 

Mr. Donatpson. There are about 15 grades. Among them are cut 
structurals and plates, railway heavy melting scrap, low phos. scrap, 
scrap bolsters, and side frames from scrap railway cars. 
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Mr. Hosmer. Do you use is in bundles? 

Mr. Donaupson . We use a comparatively small amount of bundles. 

Mr. Hosmer. Your complaint is that there is a lot of this premium 
scrap going into these bundles that are permitted to be exported ? 

Mr. Donaxpson. No; it is being shipped out as No. 1 heavy melting. 
No. 1 heavy melting is not bundle scrap, but the quality grades of 
scrap have been classified insofar as control is concerned, at least as 
I understand it, as No. 1 heavy melting scrap. The quality grades 
have not been spelled out in the licenses for shipments. 

Mr. Hosmer. As far as your interest is concerned, you don’t give 
a darn what they do with the bundles? 

Mr. Donatpson. Bundles do not affect us very much. 

Mr. Hosmer. It is this premium ? 

Mr. Donatpson. It is the premium grades of scrap that concern us. 

Mr. Hosmer. And you find the export of that scrap creates a short- 
age of it, and, therefore, increases the prices your industry has to pay ? 

Mr. Donatpson. All we can judge by is what has happened in the 
years since the export controls have been lifted. 

Mr. Hosmer. Well, the exports are still not, shall we say, unre- 
stricted. It is a voluntary quota. 

Mr. Donatpson. I understand by this morning’s paper that some 
voluntary quotas have been arrived at, but I haven’t had an oppor- 
tunity to study the details. 

Mr. Hosmer. They are about 12 percent above last year. 

Mr. Donaxpson. Twelve percent above? 

Mr. Hosmer. I think so; as I recollect. 

Mr. Donaxpson. In that case, there could still be plans to export 
somewhere between three and a half and four million tons of No. 1 
heavy melting scrap, and better grades, which, on the basis of the 
Battelle report, would bring us up to an indicated shortage between 
now and 1965 which would be extremely serious. 

Mr. Hosmer. It would also have the effect of increasing the price 
industry has to pay for your products this year ? 

Mr. Donatpson. Very definitely, if there is a shortage this year. 

Mr. Hosmer. One witness told us if the price goes up, the supply 
seems to start coming out of the woods. Are you bothered about the 
actual shortage of supply, or just the prices you have to pay for it? 

Mr. Donapson. I am bothered about the shortness of supply. 

Mr. Hosmer. Short-range or long-range? 

Mr. Donatpson. Both. I think we are in the beginning of the 
peak period of shortages because of the cycle effect in coming back to 
the market of obsolete scrap. 

Mr. Hosmer. As explained in the Battelle report? 

Mr. Donatpson. That is right. 

When you have a cycle of 25 to 27 years, which has been estimated 
as the time it takes scrap to come back into the market, you deduct that 
from 1957 and get back to 1930, and for 10 years we didn’t make much 
of anything which will produce scrap. 

So the fact is, for that period from 1930 to 1940 when operations 
were at a low point in the production of this kind of material—we 
didn’t make railway cars or the sorts of things that come back into 
the market in any sizable quantities—then you are going to come 
into a shortage about 25 years later so far as obsolete scrap is concerned. 
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Then, with the beginning of World War IT, we had another effect 
on the supply situation. From the evidence that has been presented, 
it looks to us as though it is probably going to be about 1970 before 
we go back to the kind of balance that is going to take care of us so 
far as heavy melting is concerned. 

Mr. Hosmer. Thank you. 

Mr. Mutter. What is the classification of the grade of scrap you 
say isa quality higher than No. 1 heavy melting scrap ? 

‘Mr. Donatpson. It would be the grades of scrap that I have already 
named. Low phos. plate, cut structural plate, railway scrap of various 
sorts, punchings and forgings—forging scrap. 

Mr. Motrer. None of that would be described as obsolete scrap ? 

Mr. Donaupson. Oh, yes. Railroad scrap is almost 100 percent 
obsolete scrap. The bolsters and side frames and couplers and other 
things. 

Mr. Motrer. Is it your testimony that this high-grade scrap is 
being shipped out and sold as No. 1 heavy melting scrap ? 

Mr. Donatpson. There have been, so far as I have been able to 
discover, no differentiations between No. 1 heavy melting and the 
higher grades in the schedules which have been set up in the issuance 
of licenses. I think the breakdown has shown No. 1 heavy melting, 
No. 1 bundles, and No. 2 bundles. 

Mr. Mutter. Are the higher grades bringing the same price when 
being exported as No. 1 heavy melting ? 

Mr. Donatpson. I have no knowledge of that, because I don’t know 
what the scrap prices are at the point. 

Mr. Mutter. Do the big steel mills take the same position that you 
do? 

Mr. Donatpson. The nonintegrated mills do. They have so testi- 
fied before the House Committee on Banking and Currency. I don’t 
know whether they have testified before this committee. 

Mr. Motrer. Is their position the same today that it was a year 
ago? 

Mr. Donatpson. I would presume it would be. I can see nothing 
that would change it. 

Mr. Mutter. Do you see any tendency for monopolization in the 
scrap industry ? 

Mr. Donatpson. No; I am not familiar with it. You mean, so far 
as the market conditions go? 

Mr. Mutter. Yes. 

Mr. Donatpson. I am not familiar with it at all. 

Mr. Motrer. None of your members has been complaining that 
there is a tendency toward monopolization in the scrap industry, 
either so far as the foreign trade is concerned, or the domestic trade? 

Mr. Donatpson. No. “They have been principally concerned with 
the shortness and indicated shortness of supply, and with the possible 
effect on price structure because of that shortness of supply. 

Mr. Mutter. None of them, so far as you know, has blamed that 
shortness on any attempt to monopolize the scrap? 

Mr. Donatpson. No; not tome. 

The Cuatmrman. Are there any other questions, gentlemen ? 

Thank you very much, Mr. Donaldson. 
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Tomorrow morning, these witnesses that we expect to hear that 
are not witnesses to any facts except exports; is that right, Mr. 
Johnson ? 

Mr. Jounson. May I review the names of the people who have been 
invited ? 

The CHamMan. Yes. 

Mr. Jonnson. Mr. B. C. Blake, vice president and general manager 
of Connors steel division of the H. K. Porter Co. 

The Cuatrman. The names have been furnished to every member 
of the committee under date of June 17. 

Mr. Mutrer. Have they furnished any statements to the committee ? 

Mr. Jounson. Mr. Blake’s statement has not come in. 

The CHairman. They will have statements, though. 

Mr. Jonnson. They were asked to have prepared statements. 

The Cuatrman. After him, who? 

Mr. Jounson. Mr. Frank M. Robbins. Mr. Harry Wische has been 
canceled. He could be here only today. 

Mr. Muurer. Did he have any statement he could leave with us? 

Mr. Jounson. He has sent in a statement that arrived today but 
it is in typescript, carbon copy. Mrs. Monsky isin town. There is the 

uestion of the Commerce witnesses. I believe that Mr. Hosmer says 
that Mr. McClellan is leaving the Department of Commerce. How- 
ever, it could still be that he is scheduled to appear before a Senate 
committee tomorrow. Now, Mr. Williams and Mr. Borton, I think, 
can be here. They have been more or less on a standby basis all week. 

The CHatrmMan. We ought to hear the out-of-town witnesses, I 
think, first. We can get through with them in the morning, and you 
will try to work out a time that will be satisfactory to the others, 
then. 

Mr. Jounson. Those are all. I think those three are in town. 
Then I don’t know what you want to do about the Commerce wit- 
nesses. Of course, they are in town. 

The CuarMan. I am talking about the official you say is going to 
leave, that is reported as going to leave. 

Mr. Dautmas. You will recall that Secretary Weeks and Mr. Mc- 
Clellan testified they had to leave, and they were never questioned, 
Their statement was on policy rather than on the mechanical opera- 
tions of issuing licenses. I would think it would be important for 
the committee to hear Mr. McClellan. 

The CuatrMan. All right. We will work out a time. 

Mr. Jounson. I might call your attention to one other matter. 

The Assistant Secretary of State, Mr. Kalijarvi, would like to 
testify. He will be available at 10 a. m. on Friday. He has been 
available on a previous day this week. 

The High Authority of the European Coal and Steel Community 
has submitted, I understand, a statement to the Department of State, 
and requested the Department of State to relay their statement 
to this committee. 

The CuatrMan. We will decide tomorrow morning about our hear- 
ing on Friday. 

Mr. Muurer. Are the witnesses being asked to submit prepared 
statements in advance? 

The CuHarrMan. I assume they are. 
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Mr. Jounson. Those that are voluntary witnesses and even those 
that aren’t, we have asked them to. Sometimes, they either don’t do it, 
or give a brief one. 

Mr. Mutter. I think that it would be helpful when we can get an 
advance statement, that it be briefly summarized for the members, and 
that summary gotten to as early as possible before the hearing. 

The CHarmman. That is right. I am sure it will expedite things, 
and we will do it that way. If there is nothing further, gentlemen, 
we will be in recess until 9:30 tomorrow morning. 

(Whereupon, at 4:15 p. m., the committee recessed, to reconvene 
at 9:30 a. m. of the following day, Thursday, June 20, 1957.) 


SMALL-BUSINESS PROBLEMS RELATING TO IRON AND 
STEEL SCRAP 


THURSDAY, JUNE 20, 1957 


House or REPRESENTATIVES, 
Setect Commitrer To Conpucr a Srupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
Washington, D. C. 

The committee met, pursuant to recess, at 9:40 a. m., in room 129, 
House Office Building, Hon. Wright Patman (chairman) presiding. 

Present: Representatives Patman, Evins, Yates, Roosevelt, Brown, 
Riehlman, McCulloch, and Seely-Brown. 

Also present: Everette MacIntyre, general counsel; Wm. Summers 
Johnson, chief economist; Frances K. Topping, economist; Marie M. 
Stewart, clerk; and Victor P. Dalmas, adviser to minority members. 

The Cuarrman. The committee will come to order. We will hear 
Mr. Blake’s statement first. 

Mr. Blake, we have been swearing the witnesses. You wouldn’t 
mind; would you? 

Mr. Buiaxke. No, sir. 

The CHatrman. Do you solemnly swear that the testimony you are 
about to give before this committee will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Buaxke. I do. 

The Cuarrman. Now you may identify yourself and present your 
statement in any way or manner that you desire. 


TESTIMONY OF B. CAMPBELL BLAKE, VICE PRESIDENT, CONNORS 
STEEL DIVISION, H. K. PORTER CO. 


Mr. Buake. Mr. Chairman, I am grateful to you and your commit- 
tee for this opportunity to discuss ferrous scrap from a semi- 
integrated steel company’s point of view. 

Our company is the Connors steel division of the H. K. Porter Co. 
We have two plants, one at Birmingham, Ala., and the other at Hunt- 
ington, W. Va. The Birmingham plant has an ingot capacity of 
115,000 tons annually, and Huntington, 84,000 tons annually. Both 
plants employ exclusively the electric-furnace, cold-scrap process for 
their sohenahinn, 

Because Connors has no blast furnaces for making pig iron, it is 
classified as “semi-integrated.” Within the steel industry, this term 
is usually synonymous with the term “small.” That is, by comparison 
to the integrated companies with blast furnaces, the semi-integrated 
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companies are small. The total steelmaking capacity of the semi- 
integrated companies is 10.8 million tons annually, which is 8 percent 
of the industry’s capacity. 

As I am sure your committee already knows, the semi-integrated or 
small steel companies are far more dependent on scrap than the rest 
of the steel industry. Because of this and because the semi-integrated 
companies are small within the steel industry, it seems to me thi at the 
views of a semi-integrated steel company are quite appropriate for 
the committee’s consideration i in its present study of scrap. 

By way of pinpointing the reason for the special concern of semi- 
integrated steel companies in the supply of scrap, I invite your atten- 
tion to these facts : 

More than half of the capacity of the semi-integrated steel com- 
panies is in electric furnaces. The rest of the steel industry has only 
5 percent of its capacity in these furnaces. The raw material used 
by electric furnaces in making steel is practically 100 percent scrap. 
Moreover, this scrap must be of good quality. Not having blast 
furnaces, the small steel companies cannot benefit their scrap with 
hot metal as can the integrated companies. The poorer grades of 
scrap, that is, scrap of unknown or varying chemical analysis, or 
scrap with a high inclusion of foreign material such as is often found 
in bundle scrap, can be used only sparingly in electric furnaces. 

I would like to add here that although the semi-integrated com- 
panies account for but a small portion of the Nation’s steel capacity, 
their importance, particularly in times of national emergencies, is by 
no means small. The electric-furnace capacity of the small steel com- 
panies, which is almost half of the electric- furnace capacity of the 
entire industry, is especially suited for producing high- quality alloy 
steels. High precision control of temperatures, necessary in making 
special quality steel, is possible in electric furnaces. The alloy steels 
produced in them are becoming more and more important in aircraft 
production, atomic-energy applications, and other important ord- 
nance applications. The welfare of these companies is strongly tied 
to effective mobilization during national emergencies. 

Now, how has the scrap supply- demand situation affected our com- 
pany and companies in a similar position? Our experience has been 
this: 

By late spring of 1955, it was becoming apparent that demands for 
the better grades of scrap in our area were steadily increasing. At 
the same time, prices for quality scrap were moving higher and. high- 
er. Dealers who traditionally had furnished us rather uniform quan- 
tities of a good quality scrap each month began to restrict their ac- 
ceptance of orders to lesser amounts with the explanation that the 
scrap was not moving into their yards. So far as these dealers were 
concerned, price was not an issue. This trend raised real problems 
for us with respect to maintaining a sound inventory position—as 
a matter of fact, I recall two occasions when our inventory was less 
than a week’s supply. Nor was this sort of experience limited to our 
company; other small steel firms in the area had the same or greater 
difficulties. 

More specifically, let me briefly account my company’s experience 
with scrap prices from 1955 to date. 

By November 1955, we were paying 44 percent more for scrap than 
we were in January. Asa result, we were forced to increase the price 
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of our finished products over comparable prices charged by the two 
integrated mills in our area. 

During 1956, scrap prices paid by us continued to rise, though the 
rate of increase was less sharp than before. Our scrap prices peaked 
in January 1957 at a level which was 83 percent higher than 2 years 
earlier. Then, during the months of February through April, there 
was some relief as scrap prices fell; however, the lowest point to which 
prices declined during this 3-month period was still 36 percent higher 
than they were for us in January 1955. Since April of this year, 
our scrap prices have begun to climb again. 

The problem which our company has experienced with scrap 
quality during this same period is indicated by the following facts: 
In 1952, our purchases of No. 1 heavy melting scrap was 70 percent of 
our total scrap purchases; in 1953, 61 percent; in 1954, 67 percent. 
This percentage dropped to 46 percent.in 1955 and to 36 percent in 
1956. This experience of ours dovetails with the conclusions which 
the Commerce Department made in its scrap report to Congress earlier 
this year. Commerce concluded that the declining supply of heavy 
melting scrap raises important implications to the entire steel indus- 
try, particularly to the semi-integrated companies. It pointed out that 
full utilization of the Nation’s scrap resources can only be accom- 
plished by a shift in the pattern of domestic and foreign scrap con- 
sumptions. The issue here, mind you, is the adequacy of our supply 
of quality scrap; it is not simply a price question. 

Deterioration in the quality of scrap being sold to us is a further 
sign of growing scarcity. For example, prior to the period of excep- 
tionally heavy demand, from 1955 to the present, automobile and truck 
rear ends were not included in No. 1 grades of scrap because they con- 
tain high sulfur malleable castings; today, however, this same type 
of scrap is commonly included in the No. 1 grades. 

Again, prior to 1955, gondola-car sides were prepared in such a way 
that the quarter-inch-thick bolsters were put into No. 1 steel, and the 
lighter plates, which are three-sixteenth inch thick or less were cor- 
rectly placed in No. 2 steel grades. Now the composite side is sheared 
up, bolster and siding together, and included as No. 1 steel. In some 
cases this is extremely undesirable, since the car sidings are copper- 
bearing steel and must be segregated for sparing use. Generally, cop- 
per is a highly objectionable element. 

In searching for the causes of the price and quality problems dis- 
cussed here, we come upon scrap exports. I do not intend to suggest 
that the high volume of scrap exports beginning in 1955 and continu- 
ing since then is the only cause of these problems, but it is certainly 
a major factor. : 

Your committee is undoubtedly well supplied with scrap-export 
statistics. There are a few figures, however, which would appear 
to have special bearing in connection with my own company’s experi- 
ence in the scrap market since 1955. During 1955 and 1956, scrap 
shipped abroad from the gulf ports amounted to 477,000 tons and over 
1 million tons, respectively. During the same 2 years, scrap shipped 
from the South Atlantic ports amounted to 699,000 tons and 851.000 
tons, respectively. It can be assumed that these shipments drained the 
scrap which would normally have been available to the steel mills in 
our area, even to the point of making inroads in the area’s base scrap 
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reserve. Moreover, this scrap was good quality scrap. On an over- 
all basis, about 60 percent of the United States scrap shipped abroad 
during these 2 2 years was heavy melting grades. 

Until the Commerce Department, with the assistance of the Bat- 
telle Memorial Institute, made its scrap report to Congress on Febru- 
ary 1 of this year, our Government steadfastly held to a policy of per- 
mitting unlimited scrap exports to friendly foreign countries. ‘This 
policy \ was initiated in 1953 when quantitative export controls on scrap 
were rescinded. The policy rested on the assumption that the United 
States scrap resources were suflicient to support both foreign and 
domestic demands indefinitely. This assumption was contrary to 
the judgment of steel men and other consumers of scrap. It was 
also proved to be unwarranted by the Commerce-Battelle study. 

That study anticipates a depletion of the reservoir of the Nation’s 
heavy melting scrap during the 9-year period 1956 through 1964. 
It states in part—and I quote : 

This depletion may be revealed as more serious than shown when better 
methods are developed to indicate some of the factors which could operate to 
reduce the amount of obsolete heavy melting scrap actually available. * * * 
In other words, the critical point where the rate of withdrawals exceeds the 
rate of potential generation of scrap may have already been reached. 

From our own experience there is no doubt that this critical point 
has already been reached, and, gentlemen, I emphasize that. 

And to those who are directly concerned with mobilization olan- 
ning, the following conclusion of the study should have speci ial sig- 
nificance, namely, that in the event of a sustained national emergency 
there would be a serious scrap shortage. 

I realize that the broad subjects of scrap supply and demand and of 
our commitments to foreign countries lead to complicated, involved 
problems requiring the highest order of good judgment and states- 
manship. Whatever the specific solutions to these problems may be, 
I sincerely hope that our country will pursue a scrap export policy 
which will recognize that we cannot sell to foreign buyers all of the 
quality scrap which they really would like to have from us. This is 
not only in the interest of small steel companies like ourselves and 
in the national interest of conserving a limited resource in a sensible 
manner, but it is also in the interest of our foreign allies who should 
not be allowed to build up an unreasonable dependence upon us for 
scrap. 

Last Tuesday’s announcement by the Commerce Department that 
the principal foreign buyers of United States scrap have agreed to 
restrict their purch: uses ‘of heavy melting scrap for the year 1957 
would appear to be a step in the right direction. Though the agreed 
upon limit of their purchases would seem to be on the high side, never- 
theless there isa limit. That in itself is most important. 

Finally, I have had the opportunity to read the statement on scrap 
which was filed with your committee by Mr. James M. Darbaker, 
president, Copperweld Steel Co. Mr. Darbaker’ s statement is an 
excellent one and I would like to be associated with it. If the matter 
has not alreay been taken care of, I respectfully request that Mr. Dar- 
baker’s statement be incorporated i in your committee’s record of these 
hearings. 

Again, I thank you for inviting me to present to your committee a 
small steel company’s views on the i important subject of scrap. 
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Mr. MacIntyre. Mr. Chairman, Mr. Deale is here as counsel for 
Mr. Blake. 

The CuatrMan. Suppose you identify yourself, Mr. Deale, for the 
record. 

Mr. Deatz. I am Valentine B. Deale, counsel to Mr. Blake for pur- 
poses of these hearings. 

The Cuairman. Where is your home? 

Mr. Deatz. I am from Washington. 

The Cuarrman. Washington, D. C.? 

Mr. Buake. That is correct. 

Mr. Macintyre. Mr. Deale was also counsel to Mr. Darbaker in 
connection with his statement. He and Mr. P. A. Terrill, who is a 
vice president of Mr. Darbaker’s company, presented Mr. Darbaker’s 
statement to the committee for inclusion in the record. It would be 
my suggestion that before the committee concludes its hearings that it 
consider having Mr. Blake read Mr. Darbaker’s statement to the mem- 
bers of the committee. 

The CuatrmMan. Do you have a copy of it here? 

Mr. MacIntyre. Yes. 

The CuarrMan. Let me have a copy of it, please. 

Let’s have Mr. Blake answer questions first before we take that up. 

Now, Mr. Blake, you have presented the problem here that I think 
is the No. 1 problem for this committee to consider. In other words, 
can semi-integrated companies, like your own company, have the 
measure of security they should have in the interest of national de- 
fense and for our domestic economy and at the same time permit this 
particular grade of scrap to go unrestricted overseas? Is that cor- 
rect? Is that the way you see it? 

Mr. Buake. Yes. 

The Cuatrman. I think it is a No. 1 problem. 

You state here that this order that has recently been made by the 
Commerce Department is a step in the right direction, because it has 
some restrictions on the No. 1 heavy melting scrap. What are those 
restrictions, Mr. Blake? 

Mr. Biaxe. The United Kingdom, Japan, and the European Coal 
and Steel Community have voluntarily agreed to limit their imports 
of United States heavy melting grades of scrap to an increase of 
approximately 13 percent above that imported in 1956. 

The CHarrmMan. Not in excess of 13 percent in 1957 over 1956? 

Mr. Buaxke. Yes. 

The CuHatrman. And it is then your suggestion that should be 
restricted to less exports ? 

Mr. Buaxe. Mr. Chairman, it is my feeling that that is on the 
high side. 

The Cuarrman. That is on the high side? 

Mr. Buaxe. Yes, sir. 

The CuarrmMAn. And you think if it were no more than it was last 
year it would certainly be more reasonable? 

Mr. Buiaxe. Right. As a matter of fact I would be inclined to go 
further than that. It is my feeling that United States scrap exports 
for the year 1956 were also on the high side. 

The CHatrmMan. What percentage of the exports did Luria Bros. 
make last year? 

Mr. Buaxke. I have no idea. 
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The Cuamman. We have that information. I will not pursue it 
with you. 

Who would like to ask questions of the witness ? 

Mr. Yares. I would like to ask a question, Mr. Chairman. The testi- 
mony that was presented by other witnesses before this committee 
was to the effect that in their judgment the Battelle report wasn’t 
accurate and that there is no great shortage of scrap. Do you find 
that there is a shortage of scrap? 

Mr. Buiaxe. The supply has been becoming tighter right along. 

Mr. Yates. Have the prices moved up? 

Mr. Buiaxe. Well, almost continuously since the beginning of this 
intense export situation; that is, since early 1955. 

Mr. Yares. Is it possible that the scrap may have found its way 
into other districts in the country rather than yours, rather than the 
export market ? 

Mr. Buiaxe. That is possible; yes. As a matter of fact, I would go 
further and say that on certain occasions I know that it has abnorm- 
ally done so. 

Mr. Yares. You mean gone into other sections of the country ? 

Mr. Buaxe. Yes; the situation is a product of scarcity. By the 
same token we have gone outside of our own part of the country to 
replenish our inventories. We have had to do this because scrap was 
not available in our normal trade area. 

Mr. Yates. Do you have the figures showing the production of steel 
andscrap? Inotice in your report you show what the figures on export 
are for the various grades of scrap. Do we in this record know what 
the increased tonnages have been over the last couple of years, the 
production itself? 

The Cuarrman. Pardon me. If you will take Mr. Darbaker’s state- 
ment you have there, on page 5 he has the information on that page. 

Mr. Yates. He has the scrap exports. I am talking about the pro- 
duction of scrap by our country. 

The CuarrMan. You are talking about domestic production ? 

Mr. Yates. Yes. I can appreciate these figures as showing our 
scrap exports have increased. I want to know if our production of 
scrap nationwide has increased as well. If it has, I think that would 
bear on the question of the amount of scrap that is exported. Do we 
have any of those figures, Mac? 

Mr. MacIntyre. We have estimates of the potential scrap supply 
in the Battelle report, but they are under challenge and no one seems 
to have any very definite unchallengeable figures about future pro- 
duction. We know, however, how much scrap has been produced and 
how much has been purchased. 

Mr. DAaumas. Mr. Chairman, I suggest that the Bureau of Mines, 
of the Department of Interior, has some pretty accurate figures. 

The Cuairman. I think so. Do you have the figures, Mr. Dalmas? 

Mr. Datmas. That is on the production of scrap? 

The Cuatrman. That is right. 

Mr. Damas. I don’t know that I have all of the latest figures, but 
I have some. . 

The CuarrMan. Tomorrow we have a witness from the Department 
of Commerce. Mr. MacIntyre, will you give him notice we want 
him to bring that information and have it available when he comes 
to testify ? 
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Mr. Yates. You are having difficulty getting scrap at the present 
time ¢ 

Mr. Buaxe. Yes, sir. 

Mr. Yates. Is this because of the competition of the integrated 
companies ¢ 

Mr. Buake. I wouldn’t say so, no. 

Mr. Yates. In other words, scrap is a uniform price and they can 
buy it or you can buy it. Do you find that you can’t obtain scrap 
through your normal channels because normal channels are tied up 
with the liane companies ? 

Mr. Buaxe. I don’t think that, sir. 

Mr. Yares. You don’t think that is true? 

Mr. Buake. Not in our particular area, but I don’t speak for the 
country as a whole. 

Mr. Yates. But in your area there is no control over the supply of 
scrap by the larger companies ? 

Mr. Biaxe. Not that I know of. 

Mr. Yates. I yield. 

Mr. McCutxocn. Is the shortage of scrap which you are presently 
experiencing, sir, is that an unusual situation? In other words, what 
I am vetting at is, is the scrap either a boom or bust operation—you 
either have a whole lot of it or none of it—or is the sepphy of scrap in 
your business normally set up on a fairly continuing leve 

Mr. Buaxe. I would say traditionally it has been on a tilde level 
plane. Of course, there have been the ups and downs as the intensity 
of business in the steel industry has varied from time to time or, say, 
our particular requirement. 

Mr. McCutxocn. In other words, you feel the situation that you 
face today, in your opinion, is more than just the usual up or down 
in what you say is the normal pattern of supply ? 

Mr. Buake. Very definitely, sir. 

Mr. McCunxocu. I would like to ask Mr. Blake this question in 
view of questions of our colleague. Did you experience the same 
difficulty in the late 1930’s when “huge quantities of scrap were being 
exported to Japan and to certain European countries / 

Mr. Brake. Well, sir, our first electric furnace was installed and 
began operation in 1939. It was a new venture at that time, and I 
doubt that our experience would be material. 

Mr. MoCunzocs. Mr. Chairman, I would like to ask counsel from 
what sources comes the challenge to the Battelle report? 

The Cuarrman. Answer that, Mr. MacIntyre. 

Mr. MacIntyre. The witnesses who have testified have challenged 
it—quite a number of them. 

Mr. Yarers. All of the exporters have challenged it. 

Mr. MacIntyre. Yes, for inaccuracy. 

Mr. McCuttocn. The reason I say that, the Battelle Institute has 
its principal place of business, if not its only place of business, in 
Columbus, Ohio, and it is one of the outstanding institutes or organ- 
izations of its kind in America. It has a reput: ation of honor and 
integrity, the like of which is not exceeded by any corporation which 
does services on a nonprofit basis. It is exempted from taxes in Ohio 
by reason of the service it performs for practically every segment of 
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industry within its ability in America, and I am surprised that its 
report has been challenged for that reason. 

The CHatrmMan. Perhaps there is a self-interest there, too, that 
would prompt these challenges. We are not challenging the report. 
The committee is not, and I am not. 

Mr. McCuttocn. I didn’t mean to imply that. I said from what 
sources has it been ace ? 

Mr. MacIntyre. Mr. Chairman, I want it made clear on the record 
I am not challenging it. I was merely referring to some facts of 
record. . 

The Cuatrman. I suppose self-interest enters into it to some degree. 

Mr. McCuttocu. I notice on page 6 of your statement—which, by 
the way, I think is an excellent statement, and I am very glad you 
came here—that the price of this scrap fluctuates very widely, and 
I notice that the January 1957 level was 83 percent higher than that 
2 years ago. Do you think this very great demand, almost unprece- 
dented demand, as I understand it, from foreign sources has caused 
this wide fluctuation ? 

Mr. Buaxe. In my opinion it certainly has been a major factor. Of 
course, I think it is worthwhile to keep in mind that domestic demand 
during that period has been at its maximum level. We have the situ- 
ation of unprecedented foreign demands being superimposed upon 
very high domestic requirements. 

Mr. McCuttoce. Do you know whether the foreign demand fluctu- 
ates rather violently so that you have a fluctuation here in price by 
reason of that demand and the supplying of the demand ? 

Mr. Brake. Well, sir, based entirely on the statistics from the De- 
partment of Commerce, it seems to me that foreign demand for our 
scrap has been one of continued increased intensity. 

Mr. McCuttocn. Is it your judgment that we have a problem that 
not only presently affects price and supply but that it might affect the 
national welfare ? 

Mr. Buaxe. Very definitely, sir. 

Mr. Yates. Would you yield for a moment ? 

I have to go to the Appropriations Committee now. 

The Cuarrman. Before you leave, Mr. Yates, would it be all right, 
gentlemen, to insert in the record Mr. Darbaker’s statement! It seems 
os have some fine statistics in it that would be helpful to us. 

Mr. Hosmer. I reserve the right to object when I have had a chance 
to look at it. 

What happened to Mr. Darbaker? Did he ever come down here? 

Mr. MacInryre. He requested to appear before the committee but 
was unable to do so at the time scheduled for our hearings. When it 
was uncertain about further opportunity for him to appear, he saw 
to it that the committee received his prepared statement which he 
would have read had he been able to come here. 

The Cuairman, We have had to postpone appearances from time 
to time and it has been inconvenient to some of the witnesses. 

Mr. McCuttocu. We will look it over, and if we think Mr. Dar- 
baker can make a constructive contribution we would want the right 
to have him back again. 

The Cuamman. Yes; to interrogate him about his statement. 
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Mr. McCutxocu. If I might proceed, Mr. Blake. I note that your 
company is a producer of ‘high quality steel which is particularly 
important and necessary in defense materiel. 

Mr. Buaxe. That is right. 

Mr. McCuttocu. While this may be repetitious I want it for the 
record. Is it your conclusion that we have a matter of great im- 
portance to our national welfare aside from prices and temporary 
shortages today and yesterday and next month ? 

Mr. Buaxe. In my opinion, we certainly have. 

Mr. McCuttocu. That is all. 

The CuarrmMan. Now, Mr. Hosmer. 

Mr. Hosmer. Mr. Blake, who is the H. K. Porter Co.? 

Mr. Biake. Well, now, how do you mean that, sir? 

Mr. Hosmer. Is it an investment company? Is it a company that is 
primarily engaged in the steel business? What is it? 

Mr. Biaxe. No, it is not. H. K. Porter Co. has the Connors steel 
division, which is a semi-integrated steel company. It also has Quaker 
Rubber, Henry Disston, Leschen Wire Rope, Riverside-Alloy Wire, 
Delta Star Electric, Vulcan Crucible Steel, W-S Fittings, the refrac- 
tories division, and H. K. Porter Co. (Canada). 

Mr. Hosmer. Any more ? 

Mr. Biake. No; I believe that is all. 

Mr. Hosmer. Do you know what approximately the total assets of 
the H. K. Porter Co. is? 

Mr. Buaxe. I do not. The H. K. Porter Co. operates on the prin- 
ciple of a decentralized operation. 

Mr. Hosmer. When did it acquire the Connors steel division ? 

Mr. Buake. In September 1950. 

Mr. Hosmer. Was that from a previous private owner ? 

Mr. Brake. From the Connors Steel Co. That was organized in 
1900, I believe. 

Mr. Hosmer. What is the annual dollar volume of business done by 
Connors steel division for 1956? 

Mr. Buaxe. During 1956 there was a change in the size of the 
division; the West Virginia works was acquired in October of 1956. 
Prior to October 1956 the Connors steel division comprised only Con- 
nors works at Birmingham. Its sales volume in 1956 was approxi- 
mately $16 million 

Mr. Hosmer. Then this Huntington, W. Va., plant’s new capacity 
was put on the line in 1956? 

Mr. Buaxe. It was acquired by Porter in October 1956. 

Mr. Hosmer. What is the capacity of the Birmingham plant? 

Mr. Brake. It is 115,000 tons annually, 

Mr. Hosmer. What increase has there been in the Birmingham 
capacity over the last 5 years, if any? 

Mr. Buiaxe. In rolling capacity 1 would say the Birmingham plant 
since 1950 has probably increased 70 or 80 percent in capacity, in roll- 
Ing capacity. 

Mr. Hosmer. Rolling capacity. 

Now, what about the capacity of the actual furnaces? 

Mr. Biaxr. About the same. About 80 percent increase since 1950. 
Those are rough, sir. 

Mr. Hosmer. What is the capacity of the Huntington plant? 

Mr. Buaxe. 84,000 tons annually. 
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Mr. Hosmer. So you have put a little load on the scrap market, too; 
haven’t you ? 

Mr. Buaxke. Yes, a little. 

Mr. Hosmer. Was there any other steel producer in the Huntington 
area ¢ 

Mr. Buaxe. Not in Huntington proper; no. Of course, Huntington 
is on the Ohio River, and there are a good many steel companies up 
and down the Ohio River. 

Mr. Hosmer. You then compete with some other producers in the 
general area for scrap; do you not? 

Mr. Brake. Yes; in Birmingham, too. 

Mr. Hosmer. Pardon? 

Mr. Biaxe. We do in Birmingham, too, sir. That is a normal 
thing. There are several companies in Birmingham and in that 
general area, and so are there around Huntington. 

Mr. Hosmer. You have increased your capacity, I would imagine, 
over the past 5 years, haven’t you ? 

Mr. Buar. Weil, generally, I would say the steel industry as a whole 
has, yes. 

Mr. Hosmer. At what capacity are you now operating your Bir- 
mingham plant? 

Mr. Buake. At 100 percent. 

Mr. Hosmer. And the Huntington plant ? 

Mr. Brake. About 80. 

Mr. Hosmer. Is the shortage of scrap at Huntington responsible 
for your 80 percent operation there, or is it the volume of orders you 
have on finished products 

Mr. Braker. No; there is no one reason. At present there is some 
reduction in operating levels so that some modernized equipment can 
be installed. 

Mr. Hosmer. Do you know of anybody that has been exporting 
scrap from the Huntington area that goes overseas! 

Mr. Buaxe. Not specifically other than that there is general know!- 
edge that there is rather intense flow of scrap down the Ohio River. 

Mr. Hosmer. You say it is assumed the shipments, in talking of 
the overseas shipment from the gulf and south Atlantic ports, would 
normally have been available to “steel mills in your area. I presume 
you are talking about both Huntington and Birmingham, are you! 

Mr. Brake. If you will notice, the figures quoted dealt with the 
gulf ports and south Atlantic ports. I had reference to Birmingham. 
I think it would be wise to explain, Mr. Hosmer, that since Hunting- 
ton was acquired only last year most of the statistics that I point to 
here are based on Birmingham’s experience, 

Mr. Hosmer. Well, actually Huntington is a little too isolated to 
be too much adversely affected by the foreign exports ? 

Mr. Brake. They are not affected to the extent that Birmingham is. 

Mr. Hosmer. Where does Birmingham generate its scrap in the 
Birmingham area / 

Mr. Brake. The Birmingham area. Where does it generate it / 

Mr. Hosmer. Yes. 

Mr. Brake. Well, generally Birmingham is a fabricating area. 
There is considerable metal fabrication in the Birmingham area. 
This is a source of scrap generation, and, of course, there is the gen- 
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eration of what is called country scrap. It is scrap that is generated 
in the area as a whole and brought in, usually by trucks. 

Mr. Hosmer. When you say country you are talking about the coun- 
try down there? 

Mr. Buaxe. That is right. Rural isa better word. Generated and 
brought in from the rural areas into the preparation centers, which 
are the scrapyards. 

Mr. Hosmer. Have you ever had to import your scrap from other 
areas of the country ? 

Mr. Buake. Yes, sir. Normally we do not, but we have in the last 
2 years. 

Mr. Hosmer. In the last 2 years? 

Mr. Buaxe. Yes, sir. We have had to go considerably out of any- 
thing that would have formerly been considered an economical area 
for us to draw scrap from. 

Mr. Sreity-Brown. Excuse me asecond. Has your production gone 
up over the same period of time ¢ 

Mr. Biaxe. Has it gone up ! 

Mr. Srety-Brown. In other words, you said you had to go out and 
get more scrap. Does that mean that was because you were ‘producing 
more steel ? 

Mr. Buaxe. It would be a factor, yes. Efficiency has increased. 

Mr. Hosmer. You have increased 80 percent since 1951, too, haven’t 
vou ¢ 

Mr. Brake, I beg pardon? 

Mr. Hosmer. I said you have increased your steel producing capac- 
ity at Birmingham 80 percent since 1951. 

Mr. Buake. Yes. 

Mr. Hosmer. So you naturally require more scrap ? 

Mr. Buaxe. That is right. 

Mr. Hosmer. What I am trying to get at is how much of this dis- 
tress you have mentioned is due to your own increased activities and 
those of the other fellows in the area and how much is due to this 
export factor ? 

Mr. Buaxe. All right, sir. Let me call your attention to the bottom 
of page 6 and top of page 7 in my report. I point out there that in 
1953 No. 1 heavy melting grade scrap was 70 percent of our entire 
purchase. 

Mr. Hosmer. That was in 1955; wasn’t it ? 

Mr. Buaxe. No; in 1952. I beg your pardon. In 1952. That is 
at the bottom of page 6. In 195 3 it was 61 percent. In 1954 it was 
67 percent, and in 1955 it dropped to 46 percent, and in 1956 to 36 
percent. 

In spite of our overall increase in scrap consumption, our consump- 
tion of No. 1 heavy melting scrap during 1955 and 1956 was less per 
vear than during the 3 preceding ye ears. 

Mr. Hosmer. That is brought about by your increased purchases of 
scrap; isn’t it? There is just so much of that No. 1 heavy melting 
generated in the Birmingham area 

Mr. Buiaxe. No; that is not true. How about that generated by the 
activity of the fabricators? That has been a source of increased gen- 
eration, too. The fact that the activities in the steel mills in that area 
has been intense also generated additional scrap, so there should have 
been some balance between those two factors. 
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Mr. Hosmer. Well, I think those figures would have to be evaluated. 

Mr. Biaxe. What I am trying to say is this: The figures represent 
several trends, one of which is that the supply of the most desirable 
grade of scrap has been becoming tighter all the time and therefore 
it has been necessary for us to reshuffle some of our concepts about 
steelmaking. 

Mr. Hosmer. You add different ingredients. 

Mr. Biaxe. Yes; we segregate scrap in our scrapyard for the pur- 
pose of being able to know generally its composition. The furnace 
charge is made up to accomplish a required melt-in residual chemistry. 

Mr. Hosmer. These new bundles they are putting out with these 
large presses, are they any help to you in that respect ? 

Mr. Buaxe. Yes, sir; definitely. We use bundles. Their use ac- 
counts for part of the drop in No. 1 scrap but to use bundles you have 
got to reshuffle your whole picture. If you get an automobile tire in 
one of them you are in trouble. 

Mr. Hosmer. I imagine so. 

Mr. Buake. So you have got to evaluate the thing on that basis. 

Mr. Hosmer. At one point in your testimony you mentioned you 
were down to a week’s backlog of scrap? When was that? 

Mr. Buake. Five days supply. That was in October 1956 once and 
in February 1956. 

Mr. Hosmer. How much do you now have at both Birmingham and 
Huntington in terms of supply / 

Mr. Buaxe. In terms of days’ operation, at Birmingham, I wouldn’t 
want to be held to this figure, but it is my impression that they prob- 
ably have about 13 or 14 days’ supply. 

Mr. Hosmer. How much at Huntington? 

Mr. Buiaxe. Probably the same. We prefer to have 30 or 45. 

Mr. Hosmer. The price of steel scrap went down to around $42 or 
$43 a month or 2 ago or 3; did it not? 

Mr. Buaxe. Yes, sir. 

Mr. Hosmer. Did you find at that time that you could obtain a 
greater supply? 

Mr. Brake. We definitely could when the price went off. That 
seemed to clear the yards. It always does. 

Mr. Hosmer. Did either of your locations attempt to stockpile scrap 
at that time? 

Mr. Buaxe. To the extent of its availability; yes, sir. 

Mr. Hosmer. How many weeks’ supply did you stockpile? 

Mr. Brake. We reached 26 or 27 days at a maximum. In the 5 
months of this year we have bought our requirements only once or 
twice. Now, we have operated within the confines of our normal trade 
area. I mean, where it is economically sound freightwise to expect 
to draw scrap, and in the 5 months this year we have bought our melt 
requirements only once or twice. In other words, our inventory has 
been sliding off and there has been a constant scramble to maintain it 
at a level which sound operations call for. 

Mr. Hosmer. In other words, you have had to go into your backlog 
to take care of your needs? 

Mr. Buiaxe. Definitely. 

Mr. Hosmer. Do you think that a drop in scrap prices would again 
bring out the supply that you need ? 
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Mr. Brake. It would be a temporary thing. It is an attempt by 
the yards to lead the market when the market is dropping off. Nat- 
urally the dealers try to unload as quickly as they can whatever is 
available. 

Mr. Hosmer. Do your prices change on a sliding scale over a short 
period of time, or do you settle for several months at a time? 

Mr. Braxe. I am not sure I understand that, sir. 

Mr. Hosmer. I am trying to point out how often you have to change 
the prices of your product. 

Mr. Brake. Well, they are subject to a rather constant change. The 
market is not stable. I mean, it is not the same for any month. It is 
true you may place orders 

Mr. Hosmer. Subject to delivery price? 

Mr. Brake. Subject to delivery price for 30 days. 

Mr. Hosmer. Within a month ? 

Mr. Buaxe. That is right. 

Mr. Hosmer. And that price fluctuation part of it is a reflection of 
your scrap cost ¢ 

Mr. Biaxke. That is right. 

Mr. Hosmer. I think that is all, Mr. Chairman. 

The CHairman. Are there any other questions, gentlemen ? 

Would you like to go over this statement of Mr. Darbaker’s or would 
you like to put it in the record now, or have this witness read the state- 
ment ¢ 

Mr. Hosmer. I haven’t had a chance to look at it. 

The CHarrMan. Suppose you let him read it. He wants to sub- 
scribe to it. 

Mr. Hosmer. I object to the reading of a statement by an absent 
witness who cannot be questioned regarding it. What I intend to do 
is go through this statement, and if there are any matters of specu- 
lation or politics in it I will ask that it be omitted. 

Mr. Evtns. Mr. Chairman, I never heard such a thing as to object 
to a statement being read. Statements are presented to committees 
day by day, the Appropriations Committee and all committees of Con- 
gress. We don’t have time to hear every statement read, but object- 
ing to that is most unusual. I am surprised at my colleague. 

Mr. Hosmer. I don’t think that the course that this committee has 
taken, with some of the statements that have been submitted to it at 
prior times, indicates any other course for a cautious legislator than 
to do just exactly what I have done. 

Mr. Evins. I certainly would be agreeable to accepting the state- 
ment or having the statement read. 

Mr. Hosmer. You recall that this committee was offered about 50 
pounds of Japanese newspapers here in the early part of the hearing. 

Mr. Evins. That doesn’t mean we have to accept everything and 
read everything. If we have a statement, we can have the clerk read 
it. 

The CuarrmMan. We did not accept the Japanese newspapers. Of 
course, you are strictly within your rights. 

Mr. Hosmer. If the gentleman w ants to move for the admission of 
the statement. 

The Cuatrman. I don’t want to do that. It is perfectly all right. 
You will find the statement not objectionable, I am sure, but if there 
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is anything you want to ask Mr. Darbaker about it, we will ask him 
to appear. 

Mr. Evins. I am agreeable to having any member of the committee 
ask any questions he ‘wants, but I don’t think we should frustrate the 
action of the full committee. 

Mr. Hosmer. I am not trying to frustrate the action of the whole 
committee. I am saying when you don’t have the man before you 

Mr. Evins. We have many statements presented to the committees 
when the witness cannot be before us. It is a common practice. 

The Cuamrman. I would like to ask some questions of Mr. Blake. 
Now, approximately what is the value of your investment at the Bir- 
mingham plant? I am talking about the semi-integrated steel plant. 

Mr. Braxe. I don’t know that I can answer that, sir. The plant as 
a whole is old. It has been there since 1900, a portion of it. 

The Cuarrman. Your Huntington, W. Va., plant was put in last 
year, wasn’t it ? 

Mr. Buaxe. It was acquired last year. 

The Cuatrman. It was acquired. 

Mr. Brake. It, too, is an old plant. 

The Cuarrman. I ‘will not press you on that, then. But you can, 
with a relatively small investment, put in a semi-integrated electric 
steel plant, can you not, Mr. Blake? 

Mr. Buake. elatively, yes. 

The Cuarrman. And, relatively, what would you say, from a mil- 
lion and a half to 5 million or 10 million dollars? 

Mr. Brake. Well, I know of one that was installed in the 
last 2 years which was designed to have a theoretical capacity of 
something between 75 and 100 tons per day, which is small. 

The Cuatrman. And it cost how much ? 

Mr. Brake. I think the total capitalization, paid-in capital, was 
about a million and a half dollars. 

The Cuatrman. Is it a success, or is it a growing concern ? 

Mr. Buaxke. Yes. 

The CuarrmMan. Are there any other questions, gentlemen ? 

Mr. Brown. Mr. Chairman. 

The CHarrMan. Mr. Brown. 

Mr. Brown. Mr. Blake, now, as we get into a period of expanding 
demand for steel, can these small $11, million oui plants 
operate competitively ? 

Mr. Biaxe. Well, I think there are several factors involved in that 
question that might be pertinent. Location might be important. Cer- 
tainly, know -how in management would be. 

Mr. Brown. We assume a certain know-how. 

Mr. Buaxe. I would answer your question aflirmatively; yes. I 
think they have a very definite place in the picture, or should have; 
let’s put it that way. 

Mr. Brown. It has been indicated to the committee that the com- 
petitive advantage of these integrated plants who operate with pig 
iron—I mean right from the ore source—can make it real tough on 
these plants that operate from scrap; that is, that are so dependent 
upon scrap. Do you think that that will change through the years? 
Is the source of pig iron depleting? Is that becoming less and less 
in this country ? 
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Mr. Buaxe. Well, I would like to point out, sir, that I made no such 
statement about the big steel companies. Within a 30- or 40-mile 
radius of our Birmingham plant there is a plant of the largest steel 
company on one side of us and a plant of the third largest steel com- 
pany on the other side, and we have never asked for any quarter in 
competition. 

Mr. Brown. I didn’t imply, Mr. Blake, that you had said it. I 
judged that from testimony of previous witnesses. 

Mr. Buaxe. Well, sir, since it is personal to me, I will say this: 
This subject of scrap is imposing on the small company a problem 
probably weighted as much as three times in its effect as it has on the 
big one. The big company will use or purchase considerably less than 
half of their raw material from scrap. 

The Cuarrman. Yours is 100 percent? 

Mr. Buaxke. Ours is 100 percent. So, when this market gyrates, we 
are the ones that are hurt. 

Mr. Brown. Of course, the supply of scrap will increase through 
the years as our population increases and the utilization ? 

Mr. Buaxke. Yes; the generation of it. 

Mr. Brown. And utilization of scrap. 

Mr. Buaxe. There is one very important thing in that Battelle 
report that struck me so, and I am a little surprised at it, and that 
is the factors that affect the supply of obsolete scrap. Looking at 
some of the Battelle graphs, it is apparent that the supply of obsolete 
scrap today is being affected by the low production of the 1930’s. Now 
is the time for steel generated in the 1930’s to show up as obsolete 
scrap. And, because the production was low then, we can expect that 
additions to the obsolete-scrap supply today to be on the low side, too. 

The CHatrman. Like the low hivthrate showing up many years 
later in the labor supply. 

Mr. Buake. For the next 2 or 3 years we are in the scrap problem 
of the 1930’s, and then there will come a period when we will mate- 
rially feel the effect of ship sinking during World War II, because 
that steel should normally have flown back into the obsolete pattern. 

Mr. Brown. Thank you. 

The Cuatmrman. Thank you, Mr. Blake. You have made a great 
contribution to our hearing. 

Mr. Hosmer. With respect to the statement, I am now prepared 
to withdraw my objection, except as to page 4, the first sentence of 
the last paragraph. 

Mr. Evins. I move for the acceptance of the statement of the gen- 
tleman—Mr. James M. Darbaker of the Copperweld Steel Co., and 
that it be received in the record of the committee. 

The Cuatrman. As a part of the record. 

Allin favor say “aye.” 

The “ayes” have it. 

(The statement is as follows :) 


STATEMENT ON Scrap BY JAMES M. DARBAKER, PRESIDENT, COPPERWELD STEEL Co. 


I am pleased to take this opportunity to present to you, Mr. Chairman, and 
to the members of your committee comments on the subject of ferrous scrap: 
from a semi-integrated steel company’s point of view: 

Within the steel industry, the semi-integrated- companies are small by com- 
parison to the integrated companies, Located throughout the country, they 
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can produce annually about 10.8 million tons of steel. This represents 8 per- 
cent of the American steelmaking capacity. 

The basic distinction between the two broad classifications of steel compa- 
nies, namely, the integrated and the semi-integrated, is the fact that the former 
have blast furnaces of their own to make pig iron whereas the latter operate with- 
out blast furnaces. To the extent that the semi-integrated companies need pig 
iron to make steel, they buy it from companies with blast furnaces. 

Pig iron, which is smelted from iron ore in blast furnaces, is used with 
scrap to make iron and steel. The ratio of pig to scrap varies with the iron and 
steelmaking process. For example, in the Bessemer process practically no scrap 
is required to make steel; in open hearth practice, the charge into the furnaces 
averages 45 percent scrap and 55.percent pig iron; and electric and crucible 
furnaces use almost 100 percent scrap and very little pig iron. 

The reason for the small steel companies’ special concern about scrap is 
founded in the way they make steel. Slightly more than half of the steelmak- 
ing capacity of semi-integrated companies comes from electric and crucible fur- 
naces, which, as noted above, rely almost exclusively on scrap for their opera- 
tion. The remaining capacity of the semi-integrated companies is in open 
hearth furnaces. The electric and crucible furnace capacity of the semi-inte- 
grated companies represents almost 50 percent of the industry’s capacity of this 
type, whereas the open hearth capacity of the semi-integrated companies is 4.3 
percent of the industry’s open hearth capacity. 

There is a further aspect to the dependence of small steel companies on scrap. 

3ecause their operations do not involve quantities of hot metal for diluting 
impurities, small steel companies require good quality scrap. The more plenti- 
ful low quality grades of scrap can be used only sparingly. 

When there is a tight scrap supply situation, which in recent years has been 
a common circumstance, the economics of the supply-demand imbalance hurts 
the small steel companies much more than the large ones. The small companies 
have substantially higher scrap requirements in proportion to their steel output 
and at the same time have less resources to pay abnormally high scrap prices. 
Nor can the semi-integrated companies improve their position by raising the 
price of their products. For if they do, they risk their competitive status with 
the integrated companies. The overall result is that the small steel companies 
are forced to operate at a reduced margin of profit and sometimes possibly at a 
loss. As a consequence of this contraction of earnings, their economic strength 
is impaired and their opportunity for proportional participation in the expan- 
sion of the steel industry is minimized. The economics of their life become 
inclined toward marking time rather than moving forward with the industry. 

In this connection, too, it is important to recognize that when steel is needed 
for mobilization purposes the semi-integrated companies play an invaluable role 
in helping the Nation meet its critical requirements. The importance of the 
capacity of the small steel companies is substantially enhanced by the ability 
of these companies to produce high quality alloy steels which are necessary in 
the production of modern weapons. For example, advance designs of super- 
sonic planes, atomic-propelled ships and missiles all call for special quality 
steels which have traditionally been a subject of concentration by many small 
steel companies. When small steel companies are hurt in a scramble for scrap, 
it follows that the mobilization base is also hurt. 

The adequacy of the Nation’s scrap supply is of prime importance to the 
entire steelmaking industry but it is of particular concern to the semi-integrated 
companies because recurring tight supply situations with abnormally high prices 
and attendant quality problems hurt them the most. Though often thought of 
in short range terms—that is, whether or not there is enough scrap to satisfy 
immediate production demands—the question of the adequacy of the Nation’s 
scrap supply is basically long range. Broad gage perspectives, long-term 
trends are the important considerations here. 

Unfortunately, during recent years the executive branch has not effectively 
regarded the Nation’s scrap supply on a long-term basis. At hearings last year 
before both the House and Senate Banking and Currency Committees with re- 
spect to legislation to extend the Export Control Act, it became evident to Con- 
gress that the executive branch was following a spendthrift policy toward the 
Nation’s supply of scrap without really knowing the broad dimensions of the 
supply other than there was enough scrap to take care of immediate demands. 
Congress wisely took steps to correct this heedless approach and directed Com- 
merce to make a study of the Nation’s present and potential scrap resources. 
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In effect, Congress felt that before this Nation makes scrap available to foreign 
buyers on an unlimited basis, it should be intelligently informed about the ex- 
tent of its own resources. 

The spendthrift policy which Commerce followed in allowing scrap exports 
with no quantitative or qualitative restrictions whatever has resulted in an 
increasingly severe drain upon the Nation’s scrap reserve as indicated by the 
following figures: 

United States scrap exports 


{In thousands of net tons] 

















| ~ 
| | | Borings, 
Time period All scrap Heavy j|~ Baled | shovelings,| Iron scrap Others 
grades melt sheet and 
| turnings 
= —-)——- 
lst quarter: | 
sth Bd its echt his ekoa 858 1, 206 483 12 149 9g 
Ni cccacca ; 412 871 | 385 30 107 19 
Year: | 
1956____- 6, 006 3, 497 | 1, 527 86 832 65 
IL is. 5, 042 3, 097 | 1, 340 100 439 66 
1054..... shinee 1, 582 1, 067 | 363 15 102 35 
| 45 13 69 21 


| 

ae ; 291 | 143 

| 

Total met exports during 1955 and 1956 represent approximately 40 percent 
of the total net exports during the previous half century. 

In addition, scrap export licenses issued during the first 4 months of this year 
cover about 45 percent more tonnage than did corresponding licenses for the 
Same period last year. The tonnages covered by scrap export licenses for vari- 
ous periods are as follows: 

Scrap export licenses 


ist 4 months: Million tone 
Rec ne a it OR the Ee eee aie Ree Oe ee 2.5 
PR eit eai ts ie Se 8 ee ee ee i ee bE, 
Year: 
da Ea cE oe a 6.5 
I A i a a ee 5.2 
I iets iki ei cedenealesan martin ga ia bene datas ee 2.6 


In keeping with Congress’ direction, Commerce made a study of the Nation’s 
present and potential supply of scrap and submitted the results of this study to 
Congress on February 1 of this year. The report was based upon information 
gathered directly by the Department itself and upon a survey of obsolete scrap 
made for the Department by the Battelle Memorial Institute. 

The Commerce report unmistakably indicates that the United States may no 
longer assume that it can indefinitely support both foreign and domestic require- 
ments for the most desirable grades of scrap. The report concludes that deple- 
tion of the heavy melting grades will begin shortly, if it has not already begun, 
and that a continuous reduction of the reservoir of heavy melting scrap has 
important implications for the steel industry, especially the small steel com- 
panies. Though the report recognizes a projected surplus of bundled scrap, it 
nevertheless finds that in the event of a sustained national emergency there 
would be a serious scrap shortage. 

Without doubt, the report demands action on the part of the Government 
toward conserving the Nation’s scrap supply. The spendthrift approach is dis- 
credited. Sound planning is called for. 

Since Commerce submitted its report to Congress, it is gratifying to note that 
the executive branch has been endeavoring to persuade the principal foreign 
scrap buyers, namely, Japan, the European Coal and Steel Community and the 
United Kingdom, to reduce their demands upon this country for heavy melting 
and No. 1 bundle grades of scrap. If this effort breaks down—that is, if the 
foreign buyers refuse to limit their scrap demands upon the United States to a 
level consistent with this country’s best interests—then Commerce will have no 
alternative but to enforce export controls. 

Under the Export Control Act, which is administered by Commerce, Congress 
has declared that 

“* * * it is the policy of the United States to use export controls to the 
extent necessary (a) to protect the domestic economy from the excessive drain 
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of scarce materials and to reduce the inflationary impact of abnormal foreign 
demand; (b) to further the foreign policy of the United States and to aid in 
fulfilling its international responsibilities; and (c) to exercise the necessary 
vigilance over exports from the standpoint of their significance to the national 
security.” 

The affirmative character of this policy declaration is noteworthy. There is 
ample authortiy for Commerce to budget foreign withdrawals from the country’s 
limited scrap resources. The threatened depletion of the domestic supply of 
the most desirable grades of serap is cause enough to restrict the export of 
premium scrap from the point of view of protecting both domestic economy and 
national security. This is in addition to Commerce’s specific finding that there 
would be a serious scrap shortage in the event of a sustained national emergency. 

Moreover, from an international relations viewpoint, it would appear unwise 
to allow our allies to build up an extravagant dependence upon us for scrap— 
a dependence which later on we might not be able to support. Yet when we 
allow friendly foreign countries to buy from us all the scrap they want, we 
give them no incentive to reduce their demands upon us. 

In conclusion, therefore, our Government should abandon its spendthrift 
approach toward the Nation’s scrap resources—it appears to be starting do 
do this—and should develop a sensible program of scrap conservation. Such a 
program would give recognition to necessary foreign demands and at the same 
time would strive toward reducing these demands to a minimum. It would 
also weigh foreign requests for this Nation’s scrap in light of both domestic 
scrap requirements and the sufficiency of the domestic scrap supply. This is a 
program of long-range planning requiring strong, farsighted leadership. 

Thank you. 


Mr. MacIntyre. Mr. Chairman, I had 2 or 3 questions I would 
like to ask Mr. Blake, if I may. 

Mr. Blake, on page 6 of your statement you have made some refer- 
ences to percentages of price increases and price decreases, and par- 
ticularly with reference to scrap. I would like to ask in that con- 
nection what was the percent of price increase in your production 
between November 1955 and March 1956, approximately, if you don’t 
have the figure before you ? 

Mr. Buaxe. No, sir, I don’t. To go to the general figures, I think, 
would be misleading, because you know that some of the price changes 
have been product changes rather than any base increase. There have 
been two. Let me say this, our labor contract becomes effective in 
July. The transition in wage increases that have been given and 
the price increases coincide to that period. There have been two. 
There was one in 1955 and another in 1956, general increases. Those 
changes were about a total of $13 a ton, as I recall. 

Mr. MacIntyre. In terms of percentage it would be what? 

Mr. Buaxe. I couldn’t answer that, sir. For instance, on a strip 
product you say a price is maybe $180, and on a bar it is $105, 
So the percentage I wouldn’t know. 

Mr. MacIntyre. That will be all. 

The Cuarrman. Thank you, Mr. Blake. Thank you very kindly. 

Call the next witness. 

Mr. MacIntyre. While the next witness is on his way in, Mr. 
Chairman, I would like to offer for the record a tabulation made up 
from Iron Age, page 350, of January 3, 1957, containing a statement 
of the average of Iron Age scrap prices, Pittsburgh, Chicago, and 
Philadelphia per gross ton for each month for each year of 1952, 1953, 
1954, 1955, and 1956. 

The CuamrmaN. Is there objection? 

There is none. 
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(The table is as follows :) 


Average of Iron Age scrap prices, Pittsburgh, Chicago, and Philadelphia 
— gross ton] 


























Month 1952 | 1953 | 1954 | ‘1055 | 1056 

—— — — — —— P | ee 
January-.-..- .-----------| $42.00 | $42.00 | $28.67 | $34.62) $53.33 
February ae 42.00 42.92 | 25.92] 38.16 48. 75 
March. -- nn} Lid sede del oe Bet 42.00 44.18 23. 83 37. 27 49. 43 
April. -- aul . Sides cee bon Benassi ee 41. 75 25. 38 36. 50 54. 88 
May.-.- 7 apa anncoguwdudtabanded oddone 42. 00 38. 59 27.79 34. 48 51.17 
June. of des Sinan 7 sites dh. Sade Ae 40. 97 27. 88 34. 96 45. 08 
July Hb panel Seiehen : a poadiee 40. 10 44. 60 26. 87 39. 50 46, 42 
August diesem ee 42.00 43. 46 28. 33 43. 96 56. 10 
eee peta ihe atl beeen 42.00 36. 53 29. 71 44. 25 58. 58 
October ......- Jebnd aJad Lt.d. JJ J. cusdeeaed 42.00 32. 67 82. 83 44.75 56. 80 
November.... ehiatighcly = ap oud +unteet bie 42, 00 365, 21 33. 40 45. 47 61. 67 
December - . . . eee 42.00 31. 33 32. 46 50.42 | 163.33 

Average... ....-- sama bandnenaseeruaceiaen onsale 39.52} 28.59] 40.19] 153.70 


41. 79 


1 Estimate. 


Source: The Iron Age, Jan, 3, 1957, p. 350. 


Mr. Hosmer. I wonder if you could get those figures up to date by 
the time we finish the hearing ? 


Mr. MacIntyre. We will try to bring them up to date. In addi- 
tion, I would like to offer for inclusion in the record a statement of the 
weekly prices of steel scrap, pig iron, and finished steel for 1957 for 
each week from January 1 through May 7, 1957. I believe that will 


Sp 
do what you are talking about. That is also from Iron Age. 


The Cuatrman. Is there any objection? The Chair hears none. 
(The table is as follows:) 


Weekly prices of steel scrap, pig iron, and finished steel, 1957 











Composite Composite 
price of No.1 | Composite orice of 
heavy melt- | price of pig inished 

ing steel iron (per steel (per 

scrap (per gross ton)? net ton)® 

gross ton)! 
Jan. 1.. ‘ . sade $63. 50 $62. 90 $112. 44 
i Ei veben ooscsesemecchetekyosdedear J 4 60. 83 62. 90 112. 44 
Jan. 15- ‘ Sad T eee Sand dbase pwede antennas 59.17 62. 90 112. 44 
Jan. 22.. . dettina ambi Mica ak 57. 83 62. 90 112, 44 
Jan, 29... : Seiwa bodes | 55. 50 | 62. 90 112. 44 
PU i ak dic innptbita tin ite a acink Clk actuate a asinet ea een 53. 83 62. 90 112. 44 
WOT lea éiratdinstareckJlisnshedhbusnbaskbbaeakbabdansdamaadedan 53, 33 62. 90 113. 00 
Se 2 kak ee bie aie Stdnckie aden pendkaaed dare 53. 33 62. 90 113. 22 
Feb. 26 ‘eitne Zeca d . woes 52.17 62. 90 113. 26 
Mar. 5. ss ca Sie a cl cca ecstatic ee 50. 50 64. 00 113. 40 
EGS Bis nike bc hn bbWAOda bees cs anentedadanshwaddoatseeeoneeas 49, 50 64. 56 113. 40 
SM och icon cwathndunnnadcstuatseaas tonunaeeee nai mae 48.17 64. 56 113.40 
Mar. 26. Bi eS eas aang aa eso to aaa eae eee 45. 83 64. 56 113.40 
Pe ahs aislain nines athena a acc ee a4 aka 6 teamaenie teams 44.17 64. 56 113. 40 
Bs Di dgedennsnatdGucnsheocedntérdinetod nets ewsbeer as 42, 67 64, 56 113. 40 
Be hicbbcktsleidcindadibndidhsdsaweadabegincdinddadepeaetsnsa 42.17 64. 56 113. 40 
RS ea re as ce ee 42.17 64. 56 113. 40 
MEE. 2235.5 bs a atawchiabindkhtapine teagan daialiwdanaddanreaen 42. 83 64. 56 113. 40 
BOGE Te « Gi esdke Jib) $-49344 che tndd do weidbb hee ddi bbb ceded 44,17 (4. 56 113. 40 
Price change: ‘Jan. 1 to Mi Wg give dis tbo tge Coda oup ceed —30. 45 +2. 64 +.85 





1 Average of No. 1 heavy melting steel scrap delivered to consumers at Pittsburgh, Philadelphia, and 


Cc hice ago. 


Valley, 


2 Based on averages for basic iron at Valley furnaces and foundry iron at Chicago, Philadelphia, Buffalo, 
and Birminghawn. 


8 We ‘ighte 1d index based on steel bars, shapes, plates, wire, rails, black pipe, hot- and cold-rolled sheets, 


and strip. 


Source: The Iron Age. 
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Mr. MacIntyre. With respect to Mr. Yates’ question, I would like 
to offer for the record a tabulation which has been made up from sta- 
tistics contained in reports by the United States Bureau of the Census 
and the United States Bureau of Mines showing for the years of 1952, 
1953, 1954, 1955, and 1956 the consumption of purchased scrap in the 
United States for each of those years. I believe that would answer the 
question. 

Mr. Hosmer. I reserve the right to object. Did you say it was from 
the Department of Commerce or Interior? 

The Cuarrman. The United States Bureau of Census and the Bu- 
reau of Mines. 

Mr. MacIntyre. It is the Bureaus of Census and Mines, both. 

Mr. Hosmer. The reason I bring those up, if those figures are in 
short tons and we have been using long tons on the others, we ought 
to convert them. 

The CuarrmMan. It says thousands of net tons. 

Mr. Hosmer. I think that is short tons. You see what I mean. 
Commerce uses one kind of ton and Mines another. If we don’t have 
them together, maybe that can be taken into account in working that 
out. 

Mr. MacIntyre. That is the way it was published. 

There will be no objection to inserting this? 

(The table follows :) 


United States exports and imports and consumption of purchased iron and 
steel scrap, 1952-56 


[In thousands of net tons] 


Purchased 

Exports scrap con- 

Pur- sumption 
chased | plusexports | Total 
_| scrap = im- 
con- 





ports 
























All sump- Exports 

Can- | Mexico} other tion Total | as per- 

ada coun- cent of 

tries total 

Deen 194 131 |__..._..] 34, 186 | 34, 520 1.0 106. 
55 77 150 |_.....-.| 35,410 | 35, 701 8 130 
308 45 222 246 | 25, 769 | 27, 357 5.8 207 
702 421 257 279 | 35,796 | 40, 751 12.2 197 
2, 160 690 300 130 | 37,000 | 43,000 14.0 265 


1 European Coal and Steel Community: Belgium, France, Italy, Luxembourg, Netherlands, and Western 
Germany. 

2 Quantitative export controls removed October 1953. 

3 Estimated. 


Source: U. 8. Bureau of the Census; U. 8S. Bureau of Mines. 


Mr. MacIntyre. Mr. Yates asked for statistics on the United States 
production of ingots and steel for castings and we have prepared 
from statistics of the American Iron and Steel Institute for each year, 
1927 to 1956, inclusive, and the first quarter of 1957. I would like to 
offer that for the record. 

The Cuatrman. What is the source of that table? 

Mr. MacIntyre. The American Iron and Steel Institute statistics. 

The Carman. Is there any objection? The Chair hears none. 
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(The table follows :) 
United States production of ingots and steel for castings 


{In millions of net tons] 


Year Amount Year Amount 
SOE NORE. BOO Pas ieee ctcgtinntns Te EN octane dhiaccenoaicap seca aan 83 

Giechiieueidpaaianiaininiaceappiiiciiaitisdeidenitiapeagiandh TT RF cercisiie es nas tdi woe see 67 
Wee heed ti TET Paeee No a. eo 53 
WER attrib dled dbo 8B) 2008 cok Lc seiewntinntigdiecs 32 
TITEIDY (tented etindeeieent a bebeebeetainiall BAD 1 RNS bi cbrendiernireiberelineeinniee obewmiicligatiel 57 
Raia a eee en Re cae ete BS SUE sciinainrtecbneunstcatimihiatteici tiene 53 
on ash agro erat aston aebecis eae ties BOTT TE sa sara cocaine Lnuexiegee een gett aenioeree 88 
Wee Seah di as We ee LU ee LS 29 
TOD) ohnndhde neve ht SRE 76:4 BOP i ch cine tdi 26 
BENE ccrateineDiii veppeitsy-<aitediicecmssivibaeainden OT I hi cicepdueslinrncidoeriegtgnsnntetinialiiinialeccanteg nade 15 
MUNITIES it chic cise: vesesibisiakonediiamnsnbaceh tetanic BEE 0 RING 2h oarsiittentainsea sp teniesnh eimnienemaiaticnt ak 29 
BE enlace ples paibiesrahmaninge nga toalas Fe rece ren rented e eeechanes ee bas ctpeae 46 
TOD ee a, Be es S07 G0GS Bake i a 63 
BORO ce wieineeribcdmanntsnuiian OO | (OBB » ccnp chin i ntdnchicetcins times 58 
TEED | cnivasimentstndcitebnn tre tieiseednths ST EE. detiaeetrcteheeemarenlienn le nntitaiim iain 50 
BEE: <thictwsntsmb btn coteaenenamemicine 86 


Source: American Iron and Steel Institute. 


The Crairman. Is that all, Mr. MacIntyre? 

Mr. MacIntyre. That is all. 

The CuHatrman. Mr. Robbins, I believe you have two gentlemen 
with you? 

Mr. Rogszrns. Two of my associates. 

The CuarrmMan. Do you have a prepared statement ? 

Mr. Rosstns. I do not have a prepared statement. I just scratched 
one off. I didn’t know it was desired. 

The Cuarrman. That is all right. The reporter will take down 
your testimony. 

The Cuatrman. Mr. Robbins, will you stand up and be sworn? 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Rossrns. I do. 


TESTIMONY OF FRANK M. ROBBINS, ADMINISTRATIVE CONSULT- 
ANT, ROSS-MEEHAN FOUNDRY CO., CHATTANOOGA, TENN., AC- 
COMPANIED BY H. F. TOROK AND FRANCIS J. BUCKLEY 


The Carman. You may proceed, Mr. Robbins, in your own way. 

Mr. Rreutman. Would you have Mr. Robbins identify himself? 

Mr. Rossins. I am Frank M. Robbins, administrative consultant of 
the Ross-Meehan Foundry Co., Chattanooga, Tenn. I have been 
connected with the foundry business since 1911. I went to Chatta- 
nooga in 1918, was made president of the company in 1933, and have 
been president up until January 1 of this year. So I have had a 
working knowledge of the foundry business since 1919. 

We are a small business, averaging 500 employees, except in the 
case of emergency during war. 

The Cuarrman. You are a neighbor of Mr. Evins. 

Mr. Evtns. I am pleased to know Mr. Robbins. I represent the 
Fourth District of Tennessee. 

Mr. Rossins. Good for you. 
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Mr. Evins. And your Third District is represented by our col- 
n>, James B. Frazier. 

r. Ropers. Yes, sir; whom I know.very well. I am a prose- 
lyted Yankee. 

Mr. Evins. We welcome you to Tennessee. 

The Cuarman. All right. You may proceed in your own way, 
Mr. Robbins. ; 

Mr. Rossrns. Today our trouble, for which we ask your considera- 
tion, is the depression of the heavy melting scrap in this country. My 
protest to this committee is that the Department of Commerce granted 
export licenses to ship steel scrap, and we don’t want to get caught in 
the same way we were in 1938 and 1939 when the country was bled 
white of scrap; that is, the kind we could use; and we in the Govern- 
ment or the taxpayer had to suffer for it, and we are now facing that 
same situation. It is very difficult for us to get the quality of scra 
that is required. Our steel foundry uses only select melting sud 
which is even better than grade 1, and our Meehan Foundry, which 
is the iron foundry, also uses nothing but select steel. 

Now, under this order that permitted the export of scrap the for- 
eigners were smart enough to take our best scrap, and we can’t get 
enough to run on and the price has gone spiraling high, and if M-day 
should arrive, at which time we go to war work, we couldn’t get scrap. 
The reserves have been depleted. The country scrap has been drawn 
in and depleted by the offering of increased higher prices for No. 1 
scrap. 

N a we don’t see—maybe we are provincial—we don’t see why 
they shouldn’t have to take the same dog’s mixture that we have to 
take of anything you can get instead of being allowed that quantity 
of the high grade scrap. 

Now, what relief we can get, we don’t know, but we feel that it is 
a serious matter for the country, not only our little teapot down there, 
but because, gentlemen, the price of defense materiel went up this 
year 10 percent just on account of the increased cost of material, and 
the taxpayer is having to pay an additional sum for the same material 
that he bought last time at a much lower price. 

Of course, labor has gone up, but our increased price of all material 
last month was 10 percent over the preceding month due to artifi- 
cial shortages. We at present are bidding on tank work. That is 
armor for tanks. We have been engaged in that since before Korea, 
and we are forced on this new order which is out now for 900 tanks to 
greatly increase our price of material because tank armor is a very 
highly specialized material that has to be made of pure quality ma- 
terials. You can’t take miscellaneous country scrap and use it to 
make tanks with. 

Now, there seems to be an impression created, undoubtedly—I don’t 
know how—that the foundries do not use scrap. There are some 
3,600 foundries in this country, and I would say 95 percent of them 
are small business. Of course, people like United States Steel and 
some of the larger companies have captive foundries, but the majority 
of foundries are small business. 

In an iron foundry as a rule your charge is 70 percent scrap. That 
is what you put in and in a steel foundry the average amount of scrap 
is about 80 percent of the charge. Now, there is where we are being 
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bled white and the reserve dissolved, because, naturally, that is what 
they are grabbing for. 

In 1938 and 1939 I was down in central South America. Every 
port I went into there was a Japanese ship there loading No. 1 scrap 
and offering a $4 premium over our price to get it over there. Now, of 
course, we are not exporting it to Russia, but these other countries are 
building up their reserves rapidly. They are taking the scrap out of 
this country. 

As I said before, if you have to make some concession for diplomatic 
measures give them the same total mixture of junk that we have to 
take and then have to sort it out and dispose of it in other ways, but 
do give us relief on No. 1 scrap. 

Now, in our own particular case—I am illustrating this by price to 
show you where artificial demand has been created—on January 1, 
1953, our price for steel plate scrap—that is, cut plate—was $42 a 
gross ton. Then on January 1, 1954, it was $36 a gross ton. On Jan- 
uary 1, 1955, it was $36 a gross ton. On January 1, 1956, it was $50 a 
gross ton, and on January 1, 1957, it was $62.50 a gross ton. 

Mr. Evrns. That has doubled. 

Mr. Ropprns. And since January 1 we have had 2 $38 increases and 
have to pay another one the first of the month. 

Now, that is due solely to the fact that these northern scrap dealers 
have come down South and looted our market. We have always 
dealt through a local independent scrap dealer on a contract basis and 
obtained our steel scrap locally, but now they have come in there and 
taken scrap out of Chattanooga and shipped it for export. 

Mr. MacInrryre. I will give you this. This is a composite of the 
Iron Age scrap prices of Pittsburgh, Chicago, and Philadelphia for 
1954, 1955, and 1956. This shows the composite price of scrap in 


' January 1954 was $28.67 a ton and as of December 1, 1956, it had 


increased to $63.33 a ton. 

The Cuarrman. You have brought in a new point here. At least I 
have not noticed it if it has been brought in before—from the stand- 
point of national defense we should keep this heavy melting scrap 
here. No. 1is the type of scrap that you need to make steel for tanks? 

Mr. Rosprys. That is right. 

The CuHarrman. You say if you have to take this poorer grade of 
scrap, you cannot make tank material. 

Mr. Roppstns. We can’t pass the ballistics. You see, you make a 
plate and that is shot at at Aberdeen before that is accepted. You 
can’t do that with any foreign material in there. 

The CuarrMan. From the standpoint of national defense we should 
be careful about the exportation of that grade of scrap. 

Mr. Rogssrys. That also applies to your airplanes. 

The Cuarrman, Yes. 

Mr. Rosstns. You see, the airplane today is requiring high-tensile 
steel in place of aluminum on account of the sonic barrier being 
broken and the airplane getting red hot and aluminum melting. 

The Cuarman. What is your recommendation about the exports? 
Do you believe this new agreement with the three principal foreign 
buyers is a fair one where they can have as much as 13 percent above 
1956 exports or should it be reduced some, and if so, to what extent? 
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Mr. Rossins. I do not until we have obtained a backlog of steel 
here. 

The Cuarreman. In other words, it should be stopped entirely ? 

Mr. Roseins. It should be stopped entirely until we protect our- 
selves. 

The Cuarrman. You were referring to No. 1 heavy melting? 

Mr. Rossrns. No. 1 melting or better. In other words, if they 
want to take No. 2 bundles, of which there is an excess 

The Cuarrman. Let them have all they want. 

Mr. Roxzeins. Let them have all of the No. 2 bundles they want. 

The CHarrmaN. As it is, they are draining off the good scrap and 
you are having to take the poor grade of scrap ? 

Mr. Rogsins. Yes, and we can’t do it. 

Mr. Rreniman. Mr. Chairman, maybe the gentleman, Mr. Robbins, 
can give us some enlightment. I have been trying to recall whether 
or not in our hearings we have developed the fact that this No. 1 is 
the majority of scrap being exported ; is that a fact ? 

The Cuarman. Yes, sir, the table shows that. 

Mr. Roserns. That is what they are after. 

The Cuarmman. It is about two-thirds to three-fourths No. 1 and 
No. 2 heavy melting. 

Mr. MacIntyre. We have in the hearings in May a table sub- 
mitted by the Department of Commerce showing the tonnage by each 
grade to each country. 

Mr. Rrewtman. ‘The No. 1 is about three-fourths? 

The Cuarrman. I believe you said that in 1938 and 1939 the Japa- 
nese were paying $4 a ton more than United States buyers were paying 
to obtain scrap in central South America. 

Mr. Rosers. That is right. They were smart enough then to get 

iled up to shoot at us. At all of the ports they were paying $4 or 
bi, more than we were. 

The Cuarrman. Are they paying more now than you pay ¢ 

Mr. Roserns. I don’t know. 

The CHamman. They must be paying more somewhere. They 
would not have drawn on scrap from Chattanooga if they were not, 
because the freight charges would make it almost uneconomical for 
them to bring it out of the area. 

Mr. Rossrns. They have $8 a ton outside of the price, and they 
raised the price. 

The Cuarrman. Does any of the money that the Japanese or the 
European Community are using for buying the scrap come from 
United States Government financing ? 

Mr. Rossrns. I don’t know, but in other fields of endeavor we are 
engaged in we get our money very, very promptly in dollars from 
Japan. Where they got them, I don’t know, but they have the money 
and they are spending it. There is no question about their credit. 

The CuairmMan. I just wondered if any of the aid that we are giving 
to Japan and to the European countries is used directly or indirectly 
in the purchase of scrap. 

Mr. Rossrns. It could be, very easily. There is no limitation. 

The Carman. I believe that we should pursue this subject further 
with the witnesses scheduled for tomorrow from the Commerce and 
the State Departments. They will certainly know something about 
it. 
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Mr. Evins. I have 1 or 2 questions of Mr. Robbins. You feel that 
a policy of controls on scrap is unfair when there is no control on 
steel or pig iron ? 

The Cuatrman. Or iron ore. 

Mr. Evins. What would be your thinking ? 

Mr. Rossrns. You are speaking of iron ore. That is going to be 
scarce. They didn’t get as much through this year as they had an- 
ticipated. ‘That means they are going to have to use scrap, for in- 
stance, which is going to be another shortage on the scrap market. 

Mr. Brown. Excuse me, Mr. Chairman. Mr. Robbins, when you 
say “They didn’t get as much through,” that is not clear to me, as a lay 
man. Where do they get it through ? 

Mr. Rossrns. Mine ores come through the Sault Ste. Marie Canal, 
and that regulates the amount of ore you get. They were late in 
getting loose from the ice, and they didn’t get as much ore through. 

ow, in order to make pig iron or hot metal for blast furnace, the 
have got to surcharge their normal charge of ore with scrap, which 
is another bad thing in this market. 

Mr. Evins. You are recommending to this committee a change of 
policy with respect to the export of No. 1 grade scrap for two reasons, 
as I gather from your testimony: (1) For the need for national 
defense, and (2) for domestic industry. 

Mr. Rogerns. Well, on top of that, sir, your national defense and 
your domestic industry are forced to pay artificially high prices for 
what they want. The taxpayer is paying for this, not the scrap 
dealer. 

Mr. Evins. Does this prevailing policy favor Big Steel or is it 
just intended to create good will with foreign governments, or what 
is the motive behind the prevailing policy, in your judgment or 
opinion ¢ 

Mr. Rossrns. In my opinion, the scrap dealers have made a killing 
out of it, and, of course, I am prejudiced on that, but, seeing all of 
the money that they have made, which I think is almost illegal, in 
bleeding this country to sell commodities so vitally needed here. 

The Cuairman. There is something else about this that disturbs 
me. Why should we let Japan and the European Community have 
our serap, and certainly the best scrap, to make into steel to sell behind 
the Iron Curtain? That is what they can do with this. 

Mr. Rossrns. Sure; that is what they can do. 

The CHarrmMan. You see, there are three very important factors. 
(1) We need this heavy melting and better scrap to make plate for 
tanks and for airplanes; (2) we need it for our own domestic economy ; 
and (3) we are, in effect, violating our own definite, fixed policy 
against dealing with the Communist countries and Iron Curtain 
countries by permitting the export goods which will be transshipped 
or converted into goods which will be transshipped to China anid to 
other Iron Curtain countries. 

Mr. Evins. Mr. Robbins, this committee is trying to ascertain the 
facts, and we get a different point of view. Some of the scrap dealers 
indicate that the steel companies are benefited by this policy. Your 
testimony indicates the scrap dealers have made a killing out of it. 
We have been getting testimony both ways. We are trying to find 
- rae are the bugs in this problem. They say the steel mills 

nefit. 
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Mr. Rossrns. How do they benefit ? 

Mr. Evins. They try to say that they would like to sell to the 
domestic market. 

The Cuamman. We would appreciate it if you will tell us what 
you think about it. 

Mr. Rosgrns. Well, a personal opinion, sir, is that the scrap dealers 
are making a killing, and do not want to knock it off. That is my 
impression. Why would they come down to Chattanooga, Birming- 
ham, and Atlanta and those places so far inland and offer an excess 
price, forcing our prices up ¢ 

Mr. Rreniman. Could I ask this question, Mr. Chairman? How 
recently has it been that they have started this procedure of coming 
down in your area? Is that something new, or has it been carried on 
for years? 

Mr. Rossrns. No; just a year anda half. 

Mr. Rreniman. Just a year anda half. Prior to that time were you 
always able 

Mr. Rossrns. I was always able to get all of the steel I wanted at 
a decent price. 

Mr. Rreutman. Ina local area? You didn’t have to bring any of it 
in. 

Mr. Rossrns. No. I qualify that. Sometimes we had to buy rail- 
road rails, but that makes no difference, because they deliver them to 
us. 

Mr. Brown. Mr. Chairman. 

The CHarrman. Mr. Brown. 

Mr. Brown. Mr. Robbins, the conflicting testimony right here, I 
think, is that you are saying, are you not, that up until about a year 
and a half ago you had a buyer’s market on scrap in your area? 

Mr. Rosesrns. May I put it this way: We had a fair market. The 
seller was satisfied, and we were satisfied. 

Mr. Brown. Now, the scrap people come before this committee, and 
they say that there really is no shortage of any grade of scrap, because 
it all depends on the amount of money that you are paid for scrap to 
make it worthwhile to collect it, to gather it up. Now, would you 
comment on that? 

Mr. Rozerns. I comment on that that they have combed the field 
in what we call the country scrap market until it is white. There is 
no more scrap coming in. 

Mr. Brown. Well, do you think that there is any relationship be-. 


tween the price offered for scrap and the amount of scrap that be- 
comes collected ? 


Mr. Roserns. Yes. 

Mr. Brown. Now, vou have testified that in 1954 and 1955 you 
paid about one half as much for scrap as you are paying now? 

Mr. Rossrns. That is right. 

Mr. Brown. In 1954 and 1955 were your finished steel prices one- 
half of what they are now? 

Mr. Rossins. No, not one-half. They are very much below about 
30 percent because 62 percent of our cost is labor. 

Mr. Brown. Yes. Now, do you feel that as this competition for 
scrap increases—and it has increased apparently, Mr. Chairman, on 
the domestic market ‘as well as the export market—has that been a 
factor in raising the price of scrap? 





a AR PAOLO LTE LOLOL IE L AL IEE. 








the 


rat 
ers 
ny 
gr 
PSs 


IW 


ng 


on 


ou 


to 


ar 


id 


PE Ee EMEA On 


IRON AND STEEL SCRAP 333 


Mr. Rossrns. Oh, certainly. It is all demand. There is no true 
value. It is demand. 

Mr. Brown. In other words, you are saying there just what the 
scrap people have said, that it is worthless. The point is how much 
you are going to pay to get it collected. 

Mr. Rossrns. No, the question is how much are you going to get 
out of it. The cost of collecting is a fixed fee. In our contract we 

ay the Siskin Bros., our local scrap dealer, $1 a ton to keep our bins 
fa l. They come over every Sunday and measure our bins and fill 
them up for the week. They don’t work on Saturday. That has been 
the way. Now we have to wait. They can’t get the scrap. 

Mr. Brown. What I was saying, I think we are in agreement on it, 
Mr. Robbins, that not the price of collecting it, but making it attrac- 
tive enough to go out and look for it. 

Mr. Rogesrns. Well, the price of conversion, that is, of gatherin 
the scrap and selecting it, putting the low-cost scrap in one pile an 
high-cost scrap in another pile, and cutting it up to size—we can’t 
use anything over 18 incheslong. That has been uniform at $10 a ton. 

Mr. Brown. Without taking the time of the committee, I would 
like to put on the record here, Mr. Chairman, that I think this policy 
of selling abroad our No. 1 grade of material, from the information 
I have been able to get from the ICA, that is a disturbing element 
throughout this foreign-aid picture. We have created a demand over 
there, and there are people at ICA that will tell you that is the biggest 
benefit. of the foreign-aid program, and yet it has worked a material 
hardship on us right through the period when we are carrying the 
bulk of the load of this international freedom defense program, be- 
cause, after all, this is the Nation that will be the arsenal of freedom, 
and has been and will be, and all of the way through we don’t seem 
to be encouraging these nations with something that is worthless to 
us or of less value to us. We are giving them the most expensive 
things we have. 

Mr. Rogerns. The cream of the crop. 

Mr. Brown. The cream of the crop. We are not using our food 
surpluses as extensively as we should be. We aren’t using other stuff 
we don’t need. We are giving them dollars, and they are coming in 
here and being a competitor in our market. 

The Cuatrman. As Mr. Robbins points out, they buy the cream of 
the crop, the No. 1 and No. 2 heavy melting, and better, scrap. 

If they would take it in the same grade ratios as the domestic con- 
sumers are compelled to take it, there would not be as much criticism, 
I am sure. 

Mr. Evins. Specifically, now what would you recommend to the 
committee that we recommend to the Departments? 

Mr. Rossins. I would recommend a complete embargo on No. 1 or 
better until such time as we have a surplus in this country. 

Mr. Evins. A complete embargo on No. 1 until we have a surplus? 

Mr. Rosprns. Yes, sir; because we are covered by the threat of 
M-day, when we might have an all-out war. There isn’t enough steel 
scrap in this country today to make the products required for M-day, 
and you take this increase in the price, and you change the word 
“surplus” to stockpile. You take this increase in the last year. That 
has cost the taxpayer 4 cents a pound on the price of buying a tank 
which weighs 53 tons. 
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The Cuarrman. That would run into money. 
Mr. Rossrns. Yes. 
The Cuareman. That would be $80 a ton times 53, or $4,240. 

Mr. Ropers. That is what the taxpayer has to pay for the artificial 
increase in the price of scrap. It is startling when you get down to 
where it comes out of your pocket. 

Mr. Hosmer. You think that is all due to the export of scrap? 

Mr. Ropers. Yes, sir. 

Mr. Hosmer. Have you been engaged in the scrap industry other 
than as a purchaser? 

Mr. Rogsrns. What is that? 

Mr. Hosmer. Have you ever been engaged in the iron and steel 
scrap industry other than as a purchaser ? 

Mr. Rogsrns. No, sir. 

Mr. Hosmer. What was the physical volume of your business last 
year, as compared with the previous year, more or less? 

Mr. Rosstns. More. Previously we didn’t have much business. 

Mr. Hosmer. And are you now at about the peak physical volume 
of your firm’s history ? 

Mr. Rozerns. Almost. 

Mr. Hosmer. Did you acquire more scrap than you did in previous 

ears? 

" Mr. Rosstrns. Not in previous years, during the war period. 

Mr. Hosmer. Except for the war period ¢ 

Mr. Rossins. Except for the war period. The normal commercial 
consumption, not capacity. 

Hr. Hosmer. Your business has been growing since 1947 ? 

Mr. Rossrns. Yes, sir. 

Mr. Hosmer. Would you say your business is about one-third big- 
ger now than it was in 1947? 

Mr. Rossrns. That is kind of a hard question. 

Mr. Hosmer. What about your scrap requirements? Are they 
about one-third more than they were in 1947 ? 

Mr. Rosetns. No. 

Mr. Hosmer. What are they now of what they were then ? 

Mr. Rosetns. Ten or fifteen percent. 

Mr. Hosmer. There are 3,600 foundries in the country, I think you 
said. 

Mr. Rozstns. That is my impression. 

Mr. Hosmer. And for the most part are they dog a bigger physi- 
cal volume of business and requiring more scrap than they did 10 
years ago? 

Mr. Rozsrns. Not at the present time. The foundry industry is off 
right now. 

Mr. Hosmer. What accounts for that? 

Mr. Roesrns. Just the automobile people aren’t buying so much. 
The agriculture people are not buying so much. 

Mr. Hosmer. Have you been unable to fulfill any contract because 
of your inability to obtain scrap? 

Mr. Roserns. Never. Siskin Bros. always got it for us. 

Mr. Hosmer. Can you see within the future in the next 2 years that 
you may not be able to perform a contract because you were unable to 
get the scrap raw product? Can you foresee it ? 

Mr. Rossrns. I am afraid of that. 
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Mr. Hosmer. Then you feel there is a transition as of about now. 
Mr. Ropssrns. We are going into one as I said before. 

Mr. Hosmer. Incidentally, do you do the direct castings ? 

Mr. Ropgrys. Yes, both iron and steel. 

Mr. Hosmer. Both iron and steel. 

Mr. Rossins. We have two foundries. 

Mr. Hosmer. You don’t use any pig iron ? 

Mr. Rossins. Oh, yes; about 10 percent of the charge is pig iron. 
Mr. Hosmer. And about how much of the charge is company-owned 


r. Rossrns. Ten percent is owned, created scrap and as high as 
80 percent of bought scrap. 

Mr. Hosmer. I think you mentioned a little while ago that you do 
some business with Japan ? 

Mr. Rossrns. Yes. 

Mr. Hosmer. What did you sell them? 

Mr. Rossins. That is another company I am connected with that 
licenses foundries in Japan to make castings under our Meenhite. 

Mr. Hosmer. You don’t actually ship any finished products? 

Mr. Rossrns. Merely royalty payments. 

Mr. Hosmer. I think this question was asked but not answered as 
to your views about the restriction of the shipment of finished steel 
products overseas. 

Mr. Rossrns. Of course, I am unable to talk about that. We don’t 
make them. That is rolled steel. 

Mr. Hosmer. Let me put the question this way then. Your prod- 
uct, for instance, is 80 percent scrap ? 

Mr. Rogsrns. Right. 

Mr. Hosmer. And you have it melted up and cast into shape and 
you have a product. 

Mr. Ropers. Right. 

Mr. Hosmer. So if you did ship that product overseas, it would be 
80 percent scrap / 

Mr. Rosetns. Well, we have never done that. 

Mr. Hosmer. Well, other people are doing it. That is why I say 
if we are going to take one type of steel product and restrict its 
export perhaps the same thing would apply to another type, to the 
finished products. 

Mr. Rossrns. That would apply to the rolled-steel product, because 
in your open-hearth furnace in which most of it is made they have to 
use scrap. You go back to the same point again that scrap is the 
basis for the steel industry. 

Mr. Hosmer. Yes. But if you take scrap and consume it for export 
it is just as effectively out of domestic consumptive hands as if it were 
originally shipped ? 

Mr. Rosetns. You are correct. 

Mr. Hosmer. What I am seeking is your opinion as to the finished 


product. 
Mr. Rossrns. Well, it is a curbstone business. The same thing 


applies. 
Mr. Hosmer. That is all. 
The Cuatrman. Now, Mr. Riehlman. 
Mr. Rrenximan. I don’t have any questions. 
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The Cuamman. Mr. Roosevelt. 

Mr. Roosevett. No questions. 

The Caareman. Mr. MacIntyre. 

Mr. MacIntyre. Mr. Robbins, you have spoken about the need for 
some control on exports? 

Mr. Rosprns. Yes. 

Mr. MacIntyre. Would you give us your opinion on this; if you 
are to have controls on exports in your view should it be by an an- 
nounced public policy of what the limits are or left up to voluntary 
agreements between shippers and buyers in foreign countries for ad- 
ministration of these controls ? 

Mr. Rossrns. I am afraid that from my experience you would run 
into a voluntary agreement in this country of the scrap dealers to go 
ahead and sell. They are pretty well controlled and tied together. 

Mr. MacInryvre. Is it correct then to say that your testimoney is to 
the effect that you believe it ought to be, if limits are placed on ex- 
ports, on the basis of openly announced quotas fixed by the Federal 
Government and enforced by the Federal Government ? 

Mr. Rogsrns. I strongly endorse that, sir. 

Mr. MacIntyre. That is all. 

The CuamrMan. Will you identify your associates? 

Mr. Rossrns. Mr. H. F. Torok and Mr. Francis J. Buckley is our 
representative. , 

The Cuamman. All right. Thank you very kindly, Mr. Robbins. 

Our next witness is Mrs. Lillian Monsky. 

You do solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mrs. Monsxy. I do. 

The Carman. You have a prepared statement. Suppose you 
identify yourself for the record and proceed in your own way. 


TESTIMONY OF LILLIAN MONSKY, PARTNER, J. MONSKY & CO., 
MIDDLETOWN, N. Y. 


Mrs. Monsxy. I am Mrs. Lillian Monsky, partner, J. Monsky & Co., 
Middletown, N. Y. 


(The prepared statement is as follows :) 


STATEMENT OF LILLIAN Monsky, J. Monsky & Co., MippLetTown, N. Y. 


I have asked for the opportunity to testify before this committee because in 
reading the testimony, I have found only one segment of the scrap industry 
which gave its views, mainly large brokers and broker-dealers. Because this 
group does not represent the entire industry, I feel that the very backbone of 
the industry, the small independent yard dealer, should be heard. Of the ap- 
proximately 4,000 scrap dealers in this country, roughly 75 percent are in the 
category of small dealers who handle and process 10,000 tons or less a year; 
3,000 people who are small independent yard dealers mean not only 3,000 
families whose livelihood is dependent on the peeculiar economics of the scrap 
industry, but the employees of these 3,000 firms, the auto wreckers and peddlers 
who supply the yards, and their families. It is these people who are my con- 
cern, because I am one of them. I should like this committee to know more 
about the small independent dealer and how he is affected by forces beyond his 
control. 

My husband has a small scrap business which both he and I actively operate 
in Middletown, N. Y., which is mainly a farming area. We have 4 acres of land, 


or 
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an office and warehouse, truck scale, a baling press, shears, a crane with magnet, 
and a dump truck. Not a lot, I’ll grant you to people who think in big numbers, 
but it represents the investment of our life’s savings and more, which we have 
paid for and are paying for with literally blood, sweat, and tears. Therefore, 
I feel that when anyone is trying to hurt our business, our livelihood, and our 
price, I have the right to take issue with them. 

The scrap which we handle is bought mainly from auto wreckers, peddlers 
and farmers who dispose of obsolescent machinery at various times. As the 
scrap comes in, it is sorted as to light iron, No. 1 or No. 2 steel, or cast iron, 
and then processed by being baled, sheared or torched as the case may be. When 
enough of one grade is accumulated for shipment, a scrap broker is contacted, 
he purchases the scrap and we ship either by railroad car or truck on his in- 
structions to the foundry or steel mill. We have two employees and both my 
husband and I work as we are needeed, from office work to operating any or 
all of the equipment. There are smaller dealers than we are with less equip- 
ment and larger dealers with more equipment and more employees, but the pro- 
cdure is the same, more or less. This, gentlemen, is a picture of a typical small 
independent in the much misused and much abused scrap industry. 

In regard to export, in June of 1956, I became very angry to read in the 
trade papers copies of letters sent to Members of Congress by steel-mill repre- 
sentatives urging them to limit the export of scrap iron which they described 
as “both dangerous and absurd.” At that time, I wrote to these gentlemen ask- 
ing for clarification on pointed questions. The reply was two pages of words 
which meant nothing, my questions are still unanswered. I believe that in these 
answers lies the solution to the whole problem of export which many dealers 
like us contend is merely a device to control the price of scrap. 

These mill representatives stated that “it seems pointless for steel companies 
to bring in iron ore from foreign sources when incoming ore boats are being 
passed by shiploads of scrap on the way out.” In 1954, the scrap yards in the 
United States were bulging with scrap—the domestic mills were not purchasing 
scrap, yet the ore boats were still coming in. Don’t you think it was pointless 
for the mills to have ore ships coming thousands of miles from Labrador and 
Venezuela when there was a surplus of scrap right here? 

They stated, “Should an emergency arise, the steel industry could discharge 
its obligations only with great difficulty, if at all.” Pearl Harbor created an 
emergency and the police action in Korea demanded certain obligations but 
the scrap industry met the challenge. In 1955, which was a record year of steel 
production, the scrap industry met the greatest domestic demand for its product 
in history and still has scrap to export. How can they imply that the scrap 
industry would cause these difficulties? 

At a meeting of the American Iron & Steel Institute in New York in May 
or June of 1954, a steel-mill representative stated, “Future expansion involves 
another problem—both physical and financial—that we must begin to meet now. 
That is the eternal problem of finding raw materials—principally iron ore and 
coal. To an increasing extent this is becoming more difficult and more expensive. 
We can no longer depend on reserves near our operations. We must go farther 
and farther afield, and consequently, must pay higher costs for location, develop- 
ment and transportation.” At the same meeting, another steel man said, “Scrap 
prices can’t run away with an ample supply of pig iron available.” Therefore, 
while using pig iron as a club to beat down the scrap industry, the steel industry 
complains that obtaining iron ore is difficult and expensive and continues to go 
farther and farther afield to get it. Why? 

The steel industry, according to the newspapers, continuously announces plans 
for their long-range outlook. This is inconsistent with their shortsighted un- 
concern for the hundreds of small collectors who left the scrap industry in 1954 
because they couldn’t make a living and never returned. It augurs ill for any 
industry when the people who go out and collect the vital raw material with 
which the industry is concerned must leave it in such large numbers because 
they have no livelihood. The steel men also state, “as a raw material, iron and 
steel scrap is even more valuable than iron ore.” I say, steel is king and scrap 
is the crown prince. Isn’t it time that the scrap industry was treated like the 
crown prince instead of the court jester to play with at will? Are scrap dealers 
supposed to operate only when there is an expansion program and shut down 
when the mills aren’t interested? 

The steel industry has raised prices of their finished products each time there 
was a raise in wages or for expansion of facilities to enable them to meet rising 
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costs. How is the scrap industry supposed to pay for rising costs when there is 
no price for scrap—no basis for price except the whims of the steel mills’ pur- 
chasing agent? 

As I have stated before, we are one of many small independent dealers, and 
independent is the way we want to stay. We do not want to become “captive” 
to the iron and steel industry. We want an open market which will protect not 
only our interests but that of the steel industry and the Government as well. We 
do not want to be reduced to a standby basis in relation to our consumers. We 
do not want any trade organization to speak for the scrap industry that does not 
truly represent the many small, independent yard dealers. 

We do not want Government restrictions on the basis of a document as flimsy 
and inconclusive as the Batelle report. It cannot be evaluated as anything but 
a handful of statistics which were based more on guesswork than actual fact. 
Furthermore, a fair report would come from a Government agency like the 
Bureau of Mines, where it logically belongs. 

I have tried to present you with a picture of the small, independent dealer 
and his part in the scrap industry, yet I am afraid that I have not been eloquent 
enough. I can only say scrap is a very sensitive commodity. Although I and 
those like me are not in the center of the forces that control, influence, or play 
upon the commodity, we are caught in this whirlpool of outside pressure. We 
are grateful to you for the opportunity to be heard and trust that this committee 
will develop the facts, and lay the groundwork for the first time, of balancing 
the interests of national defense, conservation of natural resources, and of the 
small-business man in connection with the scrap problem. You may be assured 
of every cooperation from that segment of the industry which is known as the 
small but independent yard dealer. Thank you. 

The Cuarrman. Do you have any semi-integrated electric mills near 
you! 

Mrs. Monsxy. No, sir. 

The Cuarrman. You do not furnish scrap to any semi-integrated 
mills? You are not the source of supply for any of them ? 

Mrs. Monsxy. We have two small foundries near us. We have a 
small foundry in Goshen which uses cast iron, and we have the Amer- 
ican Brake Shoe at Mahwah, N. J. 

The Cuarrman. We have been told that the main reason why there 
is objection to exporting scrap is because the exports are about 70 
percent or more in the No. 1 and No. 2 heavy melting and better grades 
of scrap. Is that your understanding? 

Mrs. Monsky. Well, frankly, I wouldn’t know too much about the 
exact ratio of scrap. 

The Cuatrman. Have you heard any complaints about exporters 
not taking all grades of scrap, but only the best grades ? 

Mrs. Monsxy. Well, it was my understanding that, when the li- 
censing system was set up, it was set up that the shipments were to be 
made on a percentage basis, so many percent of No. 1 and so many per- 
cent of No. 2, and so many percent of bundles. Exactly what the 
formula is, I don’t know, because I don’t do export business. 

The Cuarrman. I am glad you mentioned that. 

Mr. Evins. Mrs. Monsky, you give us a picture of the small indi- 
vidual scrap dealers not liking the controls. Now we have just heard 
testimony from a small steel man in which he said that the small 
dealers are making a killing, that they are the ones that are making 
the money. 

Mrs. Monsxy. Would he like to trade me profits ? 

Mr. Evins. I am not in the business either way. This committee 
is trying to determine the facts, and I am sure that we appreciate 

your testimony. You state here that the industry is supposed to pay 
for rising costs when there is no price for scrap. You say there is 
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no price for scrap. The testimony which we have just heard has 
shown that the price of scrap has doubled within the past 2 years, 
| both on the domestic market and because of the export situation. The 
: other testimony is that the price of scrap is up and that the scrap 
people are making more money. Now, as I say, we are just trying 
to determine the facts, so that this committee can make some recom- 
mendations. What do you say with respect to that situation? 

Mrs. Monsxy. May I say one thing? I say that there is never any 
basis for scrap price. We do not make the prices of scrap. When 
we have scrap ready to ship, we contact the broker and he tells us 
what the mills will pay and you either sell at that price or you don’t 
sell, period. If it is $20 a ton and you have to get rid of it, you sell 
it. If it is $40 a ton and you have to get rid of it, you sell it. They 
set the price. We don’t set prices. 

Mr. Evins. Are you selling your scrap today at a higher price than 
you were, say, 3 years ago? 

Mrs. Monsxy. Three years ago. 

Mr. Evins. Or 2 years ago. 

Mrs. Monsxy. This is 1957. That would make it 1954. In 1954 
there was no market. For 9 months we didn’t sell 10 cents’ worth 
of scrap because the domestic mills were not buying and there was 
very little export. 

Mr. Evins. What about 2 years ago? 

Mrs. Monsky. Two years ago the price was up, in 1955. The price 
started to go up late in 1954. In December of 1954 it started an up- 
grade and the ledutis mills came into the market. Most of the mills 
were out of the market for almost 6 months in 1954. 

Mr. Evins. Is it better to have some system of export controls 
which in effect result in increased prices or not to have any in which 
you have no market or a lower price? 

Mrs. Monsky. My contention is that there should be a steady mar- 
ket for scrap. After all, we don’t have the kind of business where 
we have a shoe store and we sell a man a pair of shoes and we say that 
is $4 a pair or $8 a pair or $10 a pair. We have to sell for whatever 
the steel mills want to buy. 

Now, suppose the mills are working at a 60-percent operating rate, 
they don’t need the vast quantities of scrap that they do when they are 
working at 98 or 100 percent. Wouldn’t it be smarter on their part 

_ if they would come into the market consistently and buy scrap at a 
price that they so-called say is fair than have these tremendous up- 
surges or raise of $6 in 1 day in the price of scrap, which happened 
just last week? We make the same volume of profit whether we are 
selling at $20 or whether we are selling at $40. Our percentage of 
profit is the same. 

Mr. Hosmer. What do you mean by that? Don’t you make more 
when you sell for more ? 

Mrs. Monsxy. No, sir; we don’t. 

Mr. Hosmer. Why is that? 

Mrs. Monsxy. You take, for example, today the price of bundles 
is $49 delivered to Fairless. My freight is $7.14, which leaves $41.86. i 
There are no secrets in the business today. The prices are in every 
paper of what the mills are paying. We pay our customers $1.25 a 
hundred, which is $28 a gross ton. It costs us $10 a gross ton for 
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labor, for amortization of machinery, electricity, loading, baling, all 
of the direct labor costs. That does not include salaries for my hus- 
band and myself. 

You take $28 and add to that $10 for the cost of labor and that gives 
you $38, and when you are selling scrap for $41.86 I don’t think that 
that is too high a markup. We make a pro rata. When we were 
selling scrap for $22 a ton, we were paying 40 cents a hundred for it, 
but your expenses remain constant. 

Mr. Roosrverr. In other words, what you are saying is that the 
amount you pay for your raw materials 

Mrs. Monsxy. Is dependent on the price we get. 

Mr. Roosrvett. Is dependent on the price you get. So that you 
simply have a fixed cost in here, and you adjust it by paying less for 
what you have to buy? 

Mrs. Monsxy. That is exactly right. 

Mr. Rimutman. Do you buy from small scrap dealers ? 

Mrs. Monsxy. We are asmall dealer. 

Mr. Rrextman. You go out and procure it from the farmers? 

Mrs. Monsxy. We buy from farmers, from auto wreckers, from 
peddlers, from these fellows that go around and take care of dumps in 
our locality. 

Mr. Rreutman. You are a consistent buyer; aren’t you? 

Mrs. Monsxy. Yes. 

Mr. Rieutman. So that you are all of the time having your yard 
pretty well filled with scrap? 

Mrs. Monsxry. No. 

Mr. Rrexitman. Well, do you wait until you get an order and then 

0 out? 
z Mrs. Monsxy. No; we are not pretty well filled, because I can’t 
afford to hold on to 10 cents’ worth of scrap. I don’t have the capital. 
I can only afford to hold it long enough to make up a railroad car 
and get rid of it. 

Mr. Roosevett. There is a rapid turnover? 

Mrs. Monsky. I have a very rapid turnover. 

Mr. Roosevett. What you buy this week, you try to dispose of next 
week ? 

Mrs. Monsxy. Or this week. 

Mr. Roosrvett. There is no chance for you to accumulate a stock- 
pile so that you can afford to move with the market ? 

Mrs. Monsxy. I can’t play. 

Mr. Roosevetr. You can’t play with the market? 

Mrs. Monskxy. And most small operators can’t either. 

The Cuarrman. Why did the domestic mills stop buying scrap for 
6 months in 1954? 

Mrs. Monsxy. Well, the steel mill operating rate was down. 

The CuHarrMan. The steel mill operating rate was down ? 

Mrs. Monsxy. That is right. 

Mr. Brown. Excuse me, Mr. Chairman, right at that point, that is 
what I meant awhile ago about a buyer’s market. There is no normal 
supply and demand ratio in this picture at all because the price is set 
by the purchaser. 

Mrs. Monsxy. That is correct. 

Mr. Brown. You go out and procure on that basis and scale it down 
all of the way down if the price goes down. You scale it up if the 
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price goes up. The way they keep it a buyer’s market is through 
the importation of ore. 

Mr. Rooseverr. Isn’t it a fair thing to say that the actual supply 
of scrap is always there ? 

Mrs. Monsxy. That is right, but it takes price to bring it out. 

Mr. Roosevetr. You only move it when the price offered by the 
steel mills and buyers is sufficient to move it. 

Mrs. Monsxy. No; the point is this: We will sell scrap at $20 or at 
$40 a ton, whatever the price is. However, when the market is, say, 
for example, $20 a ton, the auto wrecker will not bother putting on 
help to cut up cars. He will leave them lay there until the price 
goes up. The fellow with the truck that goes out and peddles isn’t 
going to bother because it doesn’t pay him to drive around with his 
truck all day and bring in 500 or a thousand pounds. 

Mr. Roosevetr. What in your opinion governs the price the buyer 
will offer? Why is it $20 one time and $40 another ? 

Mrs. Monsxy. I am not a steelman. That I wouldn’t know. 

The Cuatmman. Mr. Brown mentioned something which I think 
has substance. He says the integrated steel mills can solve their 
problem by bringing in iron ore to take the place of the scrap, while 
the small semi-integrated steel mills do not have this alternative. 

Mr. Brown. It is a known fact in the petroleum industry that the 
vil that they buy from foreign countries is at a lower cost on crude 
than what is produced domestically. Well, you would have the same 
situation in the oil industry, and in fact, you did have it a couple of 
years ago, when if you just brought in all of this foreign oil at will 
to hold your cost of production down, you just wouldn’t buy from do- 
mestic sources and the oil would back up in the above-ground tanks, 
and this same thing has worked in the steel industry through the im- 
portation of ore. 

The Crairman. The integrated mills bring in ore while serap is 
permitted to accumulate ¢ 

Mr. Brown. Yes, sir. 

The Carman. Did that accumulation of scrap have the effect on 
lowering the price of scrap / 

Mrs. Monsky. There was no price. 

The Cuatrman. There was no price. 

Mr. Rreutman. Do we have evidence or do you know, Mr. Brown, 
whether during that period there was a great amount of ore imported 
into this country / 

Mr. Brown. I don’t have the figures. | 

Mr. Hosmer. 1954 was a recession period, obviously. 

Mr. Rreutman. I don’t think we could pinpoint that as a period. 

Mr. Brown. What we would have to do is compare the amount of 
steel produced from pig iron or ore to that produced from scrap dur- [ 
ing that period, even though the production of steel was down. | 

Mr. Roosrverr. In other words, the mills didn’t shut up during I 
that period. The rate was down, but they stopped scrap buying alto- 
gether, and they made up what they needed to keep at their reduced 
rate by importation of ore. 

Mr. Rrentman. Either that or with scrap they had in their own 
hands and that they make themselves. The point I want to make 
is this: We don’t want to make the broad assertion in the committee 
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here—and I don’t think Mr. Brown does—that we could pinpoint that 
particular period as one in which the imports were having the com- 
plete effect upon the scrap industry in our country and that that was 
the reason no scrap was being sold. I think it is a point that we 

might explore, but I am trying to clarify it, because I don’t think 
any of us want to make a broad statement ‘that that is specifically the 
thing, although I think it may have had the effect, and, just as you 
have said with the oil imports into this country, it is something ‘the 
committee could take a look into. 

The Cuarrman. It is thought provoking. 

Mr. Rreuiman. Yes; it is. 

Mr. Brown. May I thank the gentleman for that. What I meant 
to imply was that you can see the potential utilization of the device. 

Mr. Rreneman. I can understand it, and I agree that that is proba- 
bly what you were trying to establish, that potential. 

"The Cizarrman. Does the witness have any idea she would be will- 
ing to express to us about it ? 

Mrs. Monsky. Well, I have a lot of ideas. 

The Cuarrman. Will you give us the benefit of them ? 

Mrs. Monsxy. In 1954, as I say, we didn’t sell 10 cents’ worth of 
scrap in9 months. The two men that I had, we had to let go. Thad 
to go out and borrow money to eat. I called brokers consistently. 
They had no orders. I think that if the mills, as powerful as they 
are, with all the financial resources at hand, were able to look ahead 
and were as smart as they are supposed to be, they would say, “Well, 
we are not working at 100 percent. We don’t really need the scrap, 
but if we can buy it for this price, aren’t we foolish not to? Then, 
when we really do need it, we don’t have to pay fantastic amounts.” 
But they don’t do that. They wait until they need it badly and go 
out and pay fabulous prices and jack up the price of new steel and 
say, “Well, after all, scrap is very high. We have to get our costs 
someplace.” We are their whipping boy. It is either scrap or labor 
all of the time. 

Mr. Rreutman. Could I ask you this question? Do you feel that 
the steel mills would be in a position when they aren’t moving steel 
themselves to procure and stockpile great quantities of scrap? They 
work on a basis similar to yours, don’t they? When they are work- 
ing at a high peak, they buy and use the scrap, but I can see your 
philosophy that it would be to their adv antage, probably, financially 
if they would go out when the market is low and keep buying up 
and when they need it probably start buying again, and that probably 
woud force the market up, too, and they w ‘ould have great surpluses. 
I am wondering if that isn’t the way the steel mills work. They buy 
according to what their needs are, and that is about what everyone 
else does in business. 

Mr. Hosmer. Isn’t your point that they could finance out of the 
stabilization of the price, but they have no incentive to do it because 
they merely take the increased costs and pass them on to the consumer ? 

Mrs. Monsxy. That is right. 

Mr. Brown. Mr. Chairman, right at that point there is also an 
element of conservation involved here. As Mrs. Monsky pointed out, 
back in normal peacetime, say, we didn’t have any danger of any 
defense requirements, maybe we can just let the scrap pile up and not 
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use it, because, as the witness testified yesterday, say, that you can 
roduce steel for $40 from imported ore but at $60 from scrap. Well, 
it seems that wisdom of conservation would prompt them to utilize 
a certain percentage of scrap constantly so that, when we reach a period 
of emergency, you know that we would have the sources and all to 
anes more scrap into the production, as we had to do in World 
ar IT. 

The Cuamman. Mr. MacIntyre. 

Mr. MacIntyre. Since the question has arisen concerning the use of 
iron ore as against scrap, I would like to propose that there be in- 
cluded in the record a tabulation showing the proportions of total 
scrap—purchased and home—and pig iron used in furnace charges, 
by type of furnace, during the years 1952, 1953, 1954, 1955, and 1956. 
I believe it would be helpful to the committee in its further 
consideration. 

Mr. Rreutman. Where were the figures compiled ? 

Mr. MacInryre. The source is the Institute of Scrap Iron & Steel 
Yearbook. 

Mr. Brown. Mr. Chairman, at that point could I ask counsel to read 
what the percentage of pig-iron production to scrap was in 1954 and 
what it was in 1956 ? 

Mr. MacIntyre. Well, it is broken down, as I say, according to the 
type of furnace. Let’s start with the open hearth. In 1954, scrap was 
44.5 and pig iron was 55.4 percent. In 1956, the total scrap was 45 
percent and pig iron was 55 percent. 

Mr. Hosmer. Reserving the right to object, Mr. Chairman, for the 
parpom of stating that I think I have got the same thing that you 
1ave been reading from the Scrap Iron & Steel Yearbook. The latest 
one contains a number of vital statistics of the scrap industry for a 
large number of years, and perhaps that might be put in our hearings, 
and we would have the whole business there in one place. 

Mr. MacIntyre. I would think we might do it in that manner. 

The Cuaran. If you have additional material that should go into 
the record, that should be received, too. 

Mr. Hosmer. I think the counsel should look it over, because, if it 
is not all important, the industry wouldn’t put it in their yearbook, 

The CuarrmMan. Without objection, the counsel will be permitted to 
select what is relevant and important and insert it. 

Mr. MacIntyre. I thought at the time the witness and the members 
were discussing the comparative consumption of pig iron and scrap, 
that this tabulation would be germane to the discussion. 

Mr. Hosmer. Can we go ahead and, when we write this whole thing 
up, put the list in one place ! 
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(The tabulation is as follows :) 


Proportions of total scrap (purchased and home) and pig iron used in furnace 
charges 


[In percentages] 
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1 Blast furnaces use primarily iron ore. However, small amounts of scrap are used to increase the output 
of pig iron. 


Source: Institute of Scrap Iron & Steel Yearbook. 


Mr. Brown. Mr. Chairman, I don’t believe counsel gave me the 
1956 figure, on open hearth, did he? 

Mr. MacIntyre. The 1956 figure was the last one I gave you. 

Mr. Brown. 45 and 55. 

Mr. MacIntyre. That is right. 

The Cuatrman. There was not a great deal of difference in the 
two periods. 

Bessemer furnaces used 5.9 percent scrap and 94.1 percent pig iron 
in 1952. In 1954 it w - 6.7 percent scrap and 93.8 percent pig iron, 
whereas in 1956 it was 9.3 percent scrap and 90.7 percent pig iron. 
There is not a great deal of difference. 

Mr. Hosmer. Mr. Chairman, there is also in this Banking and Cur- 
rency Committee report a series of tables as exhibit 1, 2, 3, ‘and 4 that 
might be duplicated and put into our report. 

The CHatrrMan. Why don’t we agree that Mr. MacIntyre and Mr. 
Dalmas will agree on the additional information to go to the record? 
Will that be satisfactory ? 

Mr. Hosmer. That is satisfactory with me. 

Mr. Evins. That is O. K. 

The CuamrmMan. Without objection it is so ordered. 

Mr. Hosmer. That is very valuable. 

Mrs. Monsxy. May I interject something? While you are going 
over these figures, if you gentlemen will bear in mind the difference 
in total tonnages consumed in 1954 and 1956 that would have a very 
definite bearing on this, because in 1954 steel production ran between 
60 and 70 percent of capacity. In 1956 it ran close to 100 percent. 
Forty-four and five-tenths percent of seventy percent of production 
is a much smaller figure than 45 percent of 90 to 100 percent. 

The Cramman. It is very important that we consider that. We 
appreciate the suggestion. 

Mr. Roosrvett. Mr. Chairman, I think it also should be pointed out 
that when they get down to about 70 percent of production they ac- 
tually produce so much of their own scrap that scrap purchased from 
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people like the witness suffers in proportion considerably more than 
the figures will show are being an in scrap. 

The Cuamrman. That is right, because they have certain commit- 
ments on iron ore to make pig iron, then, of course, they generate their 
own scrap, making it unnecessary for them to go outside to obtain 
more scrap from the local scrap dealer. 

Mr. Roosrvetr. They don’t need the dealer. 

The Cuamman. Do you have any other suggestions? Please tell 
us anything you want to tell us. It will be appreciated and we will 
try to use it in the interests of the industry and the country. 

Mrs. Monsxy. Well, do I have any more questions? Maybe that 
will bring some of them out. 

The CrarrMan. Suppose you volunteer. 

Mr. Hosmer. I would like to ask the lady a question. We had a man 
come in here and tell us we are right down to the point where heavy 
melting scrap was becoming acutely short in this country and there 
wouldn’t be enough to use to take care of the requirements of the 
domestic mills. Now, some of this stuff that you process through 
your yard turns out to be No. 1 heavy melting scrap, does it not? 

Mrs. Monsxy. That is right. That is mostly farm machinery. 

Mr. Hosmer. From your own viewpoint, do you see a shortage in 
that or do you see any possibility to wie more of it? 

Mrs. Monsxky. Well, I can answer that in one way: Today I am 
wondering just how many of the steel mills turn out finished prod- 
ucts that they need No. 1 scrap for. There are so many more things 
today. For example, many years ago you had heavy steam locomo- 
tives. Those are outmoded. Those have been scrapped. They are 
making new lightweight diesels. They are using aluminum. I think 
that the need for the items which they need No. 1 for has decreased, 
and, therefore, in the same proportion items that go to make up No. 1 
steel scrap have decreased. You see, they have wrecked all of these old 
locomotives and replaced them with lightweight. Cars 10 years ago 
were much heavier than they are today. 

The Cuatrman. What do you mean, freight cars or passenger auto- 
mobiles? 

Mrs. Monsky. Automobiles. The actual need for the lighter grades 
is much heavier than it was in proportion to what it was in the past. 
They are using a greater percentage of the light iron bales, bundles 
than they used years ago. Actually, in our area, which is eastern 
Pennsylvania, there seems to be an increasing trend toward the utili- 
zation of No. 2 bundles. They don’t need No. 1 heavy melting for 
mills that make structural bars and plates. They can use bales. Beth- 
lehem, which is the largest consumer in the area, very seldom pur- 
chases No. 1 heavy melting in the open market. 

Mr. Hosmer. They say it is more expensive to use bales and they 
lose more in the process of melting and all that junk, so they want to 
get No. 1 heavy. 

Mrs. Monsky. I wonder where they make all of the money they 
make at the end of every year if everything is so expensive. 

Mr. Brown. Mr. Chairman, on that point. 

The Cuatrman. Mr. Roosevelt asked to be recognized. 

Mr. Roosrvett. Mrs. Monsky, I wanted to ask you, you referred 
to brokers and the fact that you contact brokers. 

Mrs. Monsky. That is right. 
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Mr. Roosrverr. Is there a situation where you have a reasonable 
competition among brokers so that you have a reasonable source of 
people to contact, or is that tied up in a monopoly ? 

Mrs. Monsxy. Well, specifically, in our area our closest point for 
bundles is Bethlehem. That has the lowest freight rate, and, as you 
know, scrap is bought delivered to the mill. It would be to our advan- 
tage to sell Bethlehem exclusively. However, there is only one broker 
who handles Bethlehem. 

Mr. Roosrvetr. Who is that ? 

Mrs. Monsxy. That is Luria Bros. We do business with several 
brokers. We sell to Fairless occasionally when the price is fairly 
competitive. We sell them through Harris Fiestal. We sell them 
through Staiman Bros. But, as I say, in my case with Bethlehem 
being my closest point, it would be to my advantage if there were 
another broker in there handling the business because if I want to 
ship them I have to go through Luria or else, and I go. 

Mr. Hosmer. Does Luria buy from you whenever you offer? 

Mrs. Monsxy. On the whole, yes, except for that one period in 
1954, 

Mr. Hosmer. You wouldn’t get any difference in price if you had 
another broker ? 

Mrs. Monsxy. That I don’t know. 

Mr. Hosmer. You said the mill fixed the price at which you sold. 

Mrs. Monsxy. That I really don’t know, because it all depends on 
how much commission the broker takes, which is an unknown factor 
as far as I am concerned. You can’t get any idea of what it would 
be if there was a competitor in there unless there is one. 

Mr. Hosmer. When you are selling to Fairless and there are several] 

ple in the brokerage business, can you get a better price from one 
than the other? 

Mrs. Monsxy. Not usually. The price is pretty consistent. There 
are times when you can get a half dollar spread or a dollar even, but 
usually the price is fairly close. But, as I say, I don’t know today, 
for example, whether I could get more money at Bethlehem. You 
can’t compare when you have no basis of comparison. 

Mr. Roosevett. Mrs. Monsky, what would it do to you—and if it 
sounds like a radical suggestion, maybe it is. Maybe it is completely 
impractical. What would it do to you if a firm like Bethlehem was 
required to buy their scrap on a bid basis, on a competitive bid basis? 

Mrs. Monsxy. Well, you mean using several brokers or on the open 
market ? 

Mr. Roosevett. Using several brokers and requiring the brokers to 
in turn submit to the company competitive bids which would be open 
for public information. 

Mrs. Monsxy. Well, in that case you must remember that it is a 
well-known fact that Luria Bros. is the largest broker in the United 
States. They have financial resources that are way beyond any other 
broker in the country. Suppose there were competitive bidding. 
They would be in the position that they could overbid it just for the 
sake of getting it because they have more money. 

Mr. Rooseverit. Of course, if they did that at a loss long enough 
thev wouldn’t be the biggest any more. They would be pretty soon 
broke, wouldn’t they ? 
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Mrs. Monsxy. Yes; but to keep people away, sometimes, I believe, 
it has been done. 

Mr. Roosrveur. Yes; temporary. I think that is true. 

The Cuarmman. Mr. Brown. 

Mr. Brown. Mr. Chairman, Mrs. Monsky, don’t you think that 
possibly the exporting of No. 1 grade scrap has imposed a greater 
problem or greater difliculties on the small foundry or the small steel 
concern that depends primarily on scrap than it has on the big com- 
panies who have pig iron and iron ore resources ? 

Mrs. Monsky. Well, frankly, as I say, I don’t have too much expe- 
rience with the small outfits. The only one that we do business with is 
American Brake Shoe at Mahwah. Their prices are usually very 
much in line with what we can get from the big steel outfits. 

The Cuamman. Mr. MacIntyre, do you want to ask some questions ? 

Mr. MacIntyre. Yes, Mr. Chairman. 

You spoke about Luria controlling the market. What do you 
think would happen if such control didn’t exist. Is it your view that 
Luria in your area of the country does control the market price that 
is paid for scrap ¢ 

Mrs. Monsxy. Oh, I think very definitely that is the industry’s 
opinion. 

i MacIntyre. So whether you ship scrap to Fairless or whether 
you ship it to Bethlehem the price then that you get is in effect fixed 
by Luria; is that your testimony ? 

Mrs. Monsxy. Well, let me put it this way: For example, once a 
month, roughly around the 25th of every month, the mills come into 
the market. ‘They place their purchases for the following month. 
Now, inasmuch as there is said to be practically an exclusive tieup be- 
tween Luria and Bethlehem, as I visualize it, suppose Luria goes to 
Bethlehem and they sit down and talk over how much tonnage they 
need and the price that they have to pay, and Luria will say, “Well, 
look, Fairless is in the market at a certain price. Let’s just pay so 
much more; even a dollar, even a half dollar is going to make a big 
difference depending on freight rates.” They can set the price. In 
export they can set the price. It seems as though whenever you call 
anybody for a price, they will say, “Well, Luria is paying so much. 
We can offer you so much.” That seems to be the preface of every 
statement, whether it is outspoken or implied. 

Mr. MacInryre. So that in the area the price fixed by Luria which 
they are paying on behalf of Bethlehem controls also the price that is 
paid by other mills to some extent in that area because of the freight 
rate differential ? 

Mrs. Monsky. Pretty much because if Luria comes into the market, 
as they did, for example, last week. I called for a price on bundles. 
At that time I knew that the Fairless price was $46. Now, $46 less 
$7.14, which is my freight again leaves $38.86. I called up and asked 
for a price and they told me that things hadn’t changed too much, 
bundles for Bethlehem were $38. I said, “Well, I understand that 
Fairless is paying $46 delivered.” “Oh, well, you don’t want to go to 
Fairless. I will tell you what. I will give you $39 to go to Bethle- 
hem.” Now, actually he hadn’t offered me more in the beginning, but 
when I gave him the comparison from Fairless that I could get $38.86 
at Fairless, he finally decided he could give me a little bit more for 
Bethlehem. 
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Mr. MacIntyre. Now, this committee has received some testimony 
concerning practices which have been indulged in in the financing 
of dealers. Do you know anything about financing of dealers by 
brokers ? 

Mrs. Monsxy. Yes, I am very sorry to say I do. 

Mr. MacIntyre. Will you please inform the committee what you 
know about that ? 

Mrs. Monsxy. Well, as I have told you, the average small operator 
has a lot of money tied up in capital assets—land, building, machin- 
ery, equipment. When one of our peddlers or an auto wrecker comes 
in with a load of scrap, they pull it on the scale and you weigh them 
empty, and they walk into the office and they expect the money to be 
there to be paid with. Asa result you need a sizable amount of work- 
ing capital. With an operation such as ours where we had to set up 
the yard and buy new equipment, we naturally got involved in finan- 
cial straits. Money was very tight, and we didn’t have operating 
capital. 

The Cuarrman. When did you start out? 

Mrs. Monsky. Well, we started in Middletown 5 years ago. Before 
that my husband was with his brother in the scrap business in Scran- 
ton. From time to time it has been the procedure with most brokers 
that when one of their customers is in trouble, you can go there and 
you can borrow money—not exactly borrow it. What you do is take 
an advance on orders to be shipped within a certain period. Now, 
1956—the early part of 1956—was the first time that I ever had gone 
to Luria for money. I think the original amount I got was $1,500. 
I worked that off. I borrowed more. I worked that off. Altogether 
during 1956, late 1955 and 1956, I think I had borrowed some $18,000 
from them and paid them back. In December of 1956 I went to them, 
and that was after they had been taken over by Ogden, and I told 
them that I bought a crane and I want a lot of money. I wanted 
$5,000. They said that they couldn’t approve it in New York; they 
would have to take it to Philadelphia. When they called me back, they 
told me that the only way they could do it was to take a chattel on my 
press. 

Now, in most businesses you can go into a bank and borrow money 
on inventory or land. I don’t know, the banks don’t seem to like the 
scrap industry. They won’t give us 10 cents on our inventory. 
They don’t like to finance heavy equipment in our area. As a result 
the only place you can go is toa broker. So I went to Luria and gave 
them a chattel on my press and got the $5,000. 

It is now down to about $4,500, but they still hold the chattel on my 
press, which was to have expired the Ist of May. So that at any time 
they feel so inclined legally they would have a right to come im and 
take the press. 

Mr. Roosevett. What rate of interest do you pay ? 

Mrs. Monsky. I pay no interest. 

Mr. Roosrveir. No interest ? 

Mrs. Monsxy. No. 

Mr. MacIntyre. Are there any conditions attached to that loan 
concerning purchase and sale of scrap or anything else ? 

Mrs. Monsky. Well, actually the way it is written up—I am sorry 
I don’t have a copy of it here. The way it is written up—in the scrap 
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business, when you sell scrap, the normal procedure is that you get 
75 percent when you send the invoice and bill of lading, and then the 
other 25 percent is held up roughly 30 to 60 days until they get a mill 
report on it. You see, scrap is bought on the basis of mill weights. 
So that 25 percent usually covers any shortages that there might be 
from your original billing plus freight and so on. 

The way this chattel was written up was to get 75 percent when I 
invoiced them and the balance of 25 percent or whatever portion of 
it was left was to be applied against that $5,000. 

Mr. MacIntyre. Does that mean that by virtue of your having 
taken the loan from Luria and giving them a chattel on your press 
you must sell scrap through Luria ? 

Mrs. Monsxy. Well, actually it should, but last month I got a 
letter from them and they said they weren’t very happy with the 
rate that I had been paving off. Ihadn’t been shippping them enough, 
and they were cutting it down to 60 percent. Well, you gentlemen 
must remember that when I make roughly about $3 a ton, out of which 
comes my own living expenses, it doesn’t leave me an awful lot when 
I ship. Now, if they only give me 75 percent, say, of a thousand- 
dollar car that leaves me $750. That just about pays for the material 
that I bought for that car, plus the direct labor involved in getting 
that car out, that I have to pay my men. 

Mr. Rooseveir. Mrs. Monsky, is this a way of saying to you directly 
that they want to handle more of your business and forcing you to 
sell to them rather than to somebody else that maybe you think you 
could get a little more from ? 

Mrs. Monsky. Well, actually it might be that, but what I have had 
to do, because of them reducing this to 60 percent, I have had to 
devise other means in order to get some money in so that I may buy 
scrap. 

Mr. Brown. Mr. Chairman, can I interrupt right there? Right 
after vou borrowed this $5,000 from Luria Bros., when you would get 
a carload of scrap accumulated, who would be the first broker you 
would call? 

Mrs. Monsxy. Luria. Ninety percent of the time that is the first 
broker everybody calls. 

Mr. MacInryre. Is that partly because of the fact that you feel 
that you are obligated to them because of the lien that they have 
against some of your property ? 

Mrs. Monsky. No, it is mainly because in our area, as I stated be- 
fore, Bethlehem is the mill. Bethlehem is the mill for all of the north- 
ern Pennsylvania and lower New York State area. Bethlehem is our 
closest point. It is the point that you are going to get the best dollar 
out of, and you can’t go to Bethlehem unless you go through Luria. 

Mr. MacIntyre. So it comes back to the fact which we were discuss- 
ing a few moments ago, that the price that Luria makes for Bethle- 
hem there is the controlling price and you take less by shipping 
greater distances. 

In your prepared statement, you said, and I quote: 


We do not want any trade organization to speak for the scrap industry that 
does not truly represent the many small independent scrapyard dealers. 


Will you please explain that statement, Mrs. Monsky ? 
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Mrs. Monsxy. Well, for example, the Institute of Scrap Iron and 
Steel has more or less set itself up as being the voice of the scrap 
industry. 

Mr. MacIntyre. Are you a member of it ? 

Mrs. Monsxy. No, sir. 

Mr. MacIntyre. Have you ever been a member ? 

Mrs. Monsxy. No, sir. 

Mr. MacIntyre. What do you know about it? 

Mrs. Monsxy. First of all, the Institute of Scrap Iron and Steel is 
composed of dealers, brokers, and equipment dealers. Their dues are 
based, as I understand it, on a tonnage figure. In other words, a 
dealer sells X amount of scrap a year. He is ina certain classification 
and pays a certain amount of dues. Naturally it is to their benefit to 

et the larger shippers that sell larger tonnages that will pay more 
ues. They are not too interested in little people. 

Mr. MacIntyre. On that point then, if it is a member of the Insti- 
tute, Luria would be the heaviest dues-paying member ¢ 

Mrs. Monsxy. That is right. 

They have representation in each chapter of the Institute, because 
they have offices all over. Now, an industrial trade group is actually 
supposed to represent the people in that industry. Dealers’ problems 
are very much different than brokers’ problems, and I frankly don’t 
see why the organization has both segments of industry when they 
are at almost opposite ends of the scale. 

Now, Mr. Barringer, who is executive vice president of the institute, 
in, I believe it was April, made an address at the institute chapter meet- 
ing in Miami Beach. I would like to quote from that statement. He 


5 
said: 


Business is once again under attack by Members of Congress who have been 
associated with the New Deal movement. Five separate committees are already 
alining plans for hearings on various aspects of business operations; not the 
least of these from our viewpoint is the Select Committee on Small Business 
headed by Wright Patman of Texas. 

He went on to talk about the Temporary National Economy Com- 
mittee of Senator Kefauver, talking about that committee receiving 


White House permission to scan income-tax returns of firms. Then 
he said: 


The institute expects to make a personal appearance before the Patman Small 
Business Committee next week at which our stand on exports will be restated 
and our position about other matters of common interest to the industry will 
be made known. Earlier it had been expected that discussions would center 
entirely on exports but subsequent contact with the committee had made the 
picture a bit more confused. 

In other words, here is the man set up as a spokesman for the scrap 
industry who has deliberately questioned the right of a committee, 
the work of a committee that is charged with the legislative respon- 
sibility of looking out for the interest of small business, which actually 
he is supposed to represent as the executive secretary of the institute. 

I am just wondering whose side he is on when he criticizes a com- 
mittee that is trying to help the small scrap dealer. How does he find 
the justification for it if he is truly interested in the small scrap 
dealer, and he certainly was afraid that more would come out in these 
hearings than just export, because he very definitely states it. I would 
like to see this become a matter of record in this committee. 
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The CuarrmMan. You mean this statement ? 
Mrs. Monsxy. Positively. 
The CHarman. Is there objection to insertion of this statement 
in the record. 
Mr. Hosmer. May I see it? 
Mr. Brown. Mr. Chairman, for the record I would much rather 
as a Member of Congress hear from one witness like Mrs. Monsky here 
than 10 or 12 associations. I think we get more bedrock information 
from a witness like Mrs. Monsky. 
The Cuarrman. Mrs. Monsky has been very helpful to us. We ap- 
preciate her testimony. 
Do you have any further questions, Mr. MacIntyre. 
Mr. MacIntyre. Are you a member of any trade association ? 
Mrs. Monsky. Yes, sir, I am. 
Mr. MacIntyre. What association ¢ 
Mrs. Monsxy. The National Federation of Independent Scrap- 
yard Dealers. I was one of the founding members of that organ- 
ization. 
Mr. MacInryre. Is Mr. Asrael president of that association. 
Mrs. Monsky. That is right. It was formed in 1954, because as 
I have stated before it was a time when we desperately looked for help 
wherever we could. We looked for help to the so-called representa- 
tive trade organization, and we found none, and we felt as though 
that was our only outlet. 
Mr. Macinryre. What are your dues in that association ? 
Mrs. Monsxy. Fifty dollars a year regardless of size. 
Mr. MacIntyre. What are the problems that are taken up and han- 
dled for you as a member, as far as you can recall them ? 
The Cuarmman. Is it all right? 
| Mr. Hosmer. May I ask Mrs. Monsky where did you receive the 
reproduction of the article?’ From whom? 
Mrs. Monsxy. I had a copy of it, but I left it home. It comes from 
the Waste Trade Journal. | 
Mr. Hosmer. Where did you receive that reproduction ? 1 
Mrs. Monsxy. Mr. Johnson found it. 
Mr. Hosmer. Mr. Johnson, of the Small Business Committee ? 
Mrs. Monsky. That is right. 
Mr. Hosmer. I have no objection to it being made a part of the 
file, Mr. Chairman. 
(Barringer appeared before the committee on May 24, 1957.) 
(Excerpts from the document referred to are as follows :) 





{From Waste Trade Journal, June 8, 1957] 

REVIEWING Sorap PROBLEMS: PROBES, MARKET TRENDS, Export, RESEARCH * 
By Edwin C. Barringer, Executive Vice President, Institute of Scrap Iron and 
Steel 
* * * * * * * 

Business is once again under attack by Members of Congress who have been 
associated with the New Deal movement. Five separate committees are already 
alining plans for hearings on various aspects of business operations; not the 


least of these from our Viewpoint is the Select Committee on Small Business, 
headed by Wright Patman, of Texas. 


* * * * * * * 





1 Excerpts from address at Southeastern ISIS chapter meeting at Miami Beach, Fla. 
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That committee has received White House permission to scan income-tax re- 
turns of the firms it studied in a planned investigation of antitrust and anti- 
monopoly laws. Senator Kefauver’s investigation takes in industries where 
prices are set by a few large producers, as in steel and in automobiles, and remain 
fairly stable. 

Returning now to the business picture for the scrap industry the scrap market 
topped off in December, as you know, and went into a violent decline from 
which it is now apparently recovering. This decline is one of the sharpest in 
the history of the industry, so much so that it was almost to be expected that a 
recovery would take place. The iron and steel rate is expected to rise slightly 
during May but decline a little as we get into the midsummer vacation period. 
The state of the steel business for the fall, however, gives every indication that 
steel production will increase at that time. 

As you know, the institute has been battling for its members in the export 
field to keep the market open and free. We consistently hold and have made 
our position plain with Government officials that for export, scrap should be 
accorded equal treatment with pig iron, iron ore, and other raw materials in the 
iron and steel industry, and also equal treatment with finished steel and cast- 
ings into whose manufacture scrap enters. 

We have had some misgivings about the manner in which the Battelle report 
has been used to evaluate the position of scrap so far as the long-term export 
situation is concerned. While the report itself appears favorable in many in- 
stances we consider one of the most important single facts to be the statement 
that at no time in the past has there been any indication of a shortage of scrap. 
This is the position that the institute has consistently followed. 

At the present time, the Department of Commerce has instituted a temporary 
freeze on licenses of No. 1 heavy melting for all foreign consumers. As a practi- 
cal matter this affects only Japan, which in the early part of this year had 
licensed virtually the same amount of tonnage of heavy melting grades which 
it took during all of last year. This action upset Commerce officials and they felt 
some move had to be made hence the temporary suspension. So far as the 
European countries and Great Britain are concerned requests there had not 
matched last year’s and there was still room for them to continue to ask for 
tonnage and get incenses to ship it. 

Discussions with all countries have been going forward and it now appears 
— will be some upward adjustment regarding the question of heavy melting 
grades. 

The institute expects to make a personal appearance before the Patman Small 
Business Committee next week at which our stand on exports will be re-stated 
and our position about other matters of common interest to the industry will be 
made known. We are a little at sea about the position of the Patman committee. 
Earlier it had been expected that discussions would center entirely on exports 
but subsequent contact with the committee had made the picture a bit more 
confused. 

* * * * * * » 


Mr. Jounson. Mr. Chairman, I do not think the record is clear on 
this point, that the first mention of the item came from. Mrs. Monsky ; 
she requested it of me; I did not suggest it to her. 

Mrs. Monsxy. No, I left my copy at home and I asked Mr. Johnson 
if he had a copy. 

The Crarrman. Are there any other questions, gentlemen ? 

We will meet at 2:30 this afternoon and tomorrow OTT at 10 
instead of 9:30. We ought to be able to get through with the sched- 
uled witnesses with hearings this afternoon and tomorrow morning. 

Thank you very kindly, Mrs. Monsky. You have been very helpful 
to us, and we appreciate it. 

Without objection, the committee will stand in recess until 2:30 
this afternoon. 

(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 

at 2:30 p. m. of the same day.) 
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AFTERNOON SESSION 


Present: Representatives Patman, Evins, Multer, Roosevelt, Rieh- 
man, and Hosmer. 
The Cuatrman. Please proceed, Mrs. Monsky. 


STATEMENT OF LILLIAN MONSKY—Resumed 


Mrs. Monsky. In 1954 we had so much trouble I wrote to various 
Government agencies asking for their advice on the situation. I 
wrote to the Department of Commerce and in their letter they stated 
several reasons for the low use of scrap. They said: 


The real reason for the curtailment of the scrap business as compared with 
that of the 1950-53 period is that we no longer need steel and therefore scrap 
in the same tremendous quantities as we did then. 

During the last year of the defense expansion program, the steel mills and 
foundries built up stocks of scraps sufficient for about 90 days’ operation. 
When their production fell off from over 100 percent of capacity to around 70 
percent they found that these inventories were sufficient for about 130 days and 
that they were continuing to produce home scrap at almost the same rate as 
before. 

Naturally they curtailed their dealers’ scrap by buying and prices fell. It 
required some time for them to work off these excessive inventories and a great 
deal of time and money to reduce their blast furnace operations. 

As indicated above most of the factors adversely affecting the sale of dealers’ 
scrap have been adjusted so that much of this material is being consumed today 
as in any normal peacetime period in steelmaking history. 

The problem now is the fact that scrap dealers everywhere purchased ex- 
pensive equipment to handle the abnormally heavy flow of scrap during the 
last 12 years and are prepared to process about twice as much as is required 
in normal peacetime economy. 

Unfortunately for the dealers some distance from the consumers the nearer 
ones can now prepare almost all the scrap that is needed. 


I want to comment on this. 

The CyHairman. It is from whom ? 

Mrs. Monsky. The letter is from Charles F. Honeywell, Adminis- 
trator, Department of Commerce, Business and Defense Services Ad- 
ministration in reply to a letter I wrote him. 

The Carman. What are your comments? 

Mrs. Monsky. First of all it is very shortsighted on the part of 
the Department of Commerce that in 1954 they said they no longer 
need steel and therefore scrap in the same tremendous quantities as 
they did in 1950 to 1953. This is only 3 years later and now have this, 
very suddenly they decide that they need it very badly. They have 
to stop exports of scrap. 

I should think that people in their position with all the statistics 
that they have on hand should be much better informed on the 
subject. 

The Cuarrmman. Mr. Riehlman, would you want to put the whole 
letter in? 

Mr. Rrewiman. Do you havea letter that you wrote to them ? 

Mrs. Monsky. You may have my original. 

Mr. Rrestman. Put them both in. 

Mrs. Monsxy. My original letter and their reply and then my 
reply to them to which I never received an answer. 

The Cuatrman. All right, we will put it in the record then. 
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(The letters referred to follow :) 


INE a4 
Mr, StncLarr WEEKS, JUNE 12, 1954. 
Secretary of Commerce, 
Department of Commerce Building, 
Washington, D. C. 


DEAR Siz: My husband has a small scrap business which both he and I actively 
operate. We have the investment of our life’s savings in this business which is 
the only business which my husband knows. His father was in the scrap 
business and my husband and three of his brothers followed in their father’s 
footsteps. Before my marriage, I had only 3 jobs in 18 years, and in all 3 was 
able to assume a great deal of responsibility in office work, personnel work, and 
public relations. I am citing the above for a specific reason which you will 
understand when you read further. 

We made a modest living up until about 8 months ago and had a sense of 
pride that in our small way, we were rendering an important service to the steel 
industry, in helping national defense, and in conserving natural resources. Our 
price, our business, and our livelihood have practically disappeared, and I am 
determined to find out who is responsible, and to make one last effort, in con- 
junction with thousands of other small firms in this industry, to see whether 
there is a future for us, and what we have to do to protect that future. 

You see, we are losing our business and livelihood through no fault of our 
own. My husband had a thorough and practical knowledge of the business 
over a period of some 25 years, as ke started in full time after attending high 
school. We had a sizable amount of money to start this business, and I believe 
that with my knowledge of people and business methods, I have added to our 
assets. So it is not through ignorance of the business, no capital, poor judgment, 
lack of ambition of laziness that our business is going. In fact, we were forced 
to dismiss our two employees and have been doing all the work ourselves, shear- 
ing, torching, and baling, which certainly would not have been done by anyone 
who was lazy. 

I have no doubt that you have received many letters of criticism written to you 
in desperation by scrap dealers because of the crisis that our industry has 
had to face for more than 6 months. I see no need to duplicate the facts which 
must have been presented to you, except to invite you to read the enclosed 
brief which our trade association has presented to Dr. Arthur Fleming on the 
question of stockpiling scrap; it presents the background facts more eloquently 
than I can. 

We have been told that all that we need, is a higher rate of steel production 
by the mills. How is it then, that today, in the midst of comparative prosperity, 
substantial profits and dividends of the steel industry, we in the scrap business 
are in the midst of a full depression? I declare firmly that even if the steel 
industry boomed to full production above the 70 percent of capacity prevailing 
today, we in the scrap industry still see ahead of us the prospects of depression 
and recession, because of the vicious and unfair pattern of scrap economics, 
which is more fully described in the enclosed brief. 

There is a great deal going on, there are many forces at work which I do not 
understand, and which is beyond the ability of any small people to analyze or 
to expose or to control. The New York Times used the headline “Vast Con- 
spiracy in Scrap” in an article dated January 26, 1954, describing a complaint 
filed by the Federal Trade Commission against various large scrap companies 
and 16 steel mills. A few days ago, the news came out that Bethlehem Steel Co. 
and others are being added by the Federal Trade Commission to this “conspiracy.” 
Both clippings are enclosed. 

On top of this, we hear of secret meetings between committees of steel men 
and scrap men from the American Iron & Steel Institute and the Institute of 
Scrap Iron & Steel, determining upon policies affecting our business. I, for 
one, do not relish seeing our investment and livelihood jeopardized because a few 
big steel corporations see fit to develop gigantic foreign-ore operations with cheap 
foreign labor while American labor is thrown out of work, at our expense. 

What is the meaning of all this? Who has formulated this economic pattern? 
What organization or associations are the tools or instruments of this policy? 
Is it really a part of a vast conspiracy? I feel that I have a right to know as I 
am vitally concerned because of our investment, our business, and our livelihood. 

Those who indulge in doubletalk are playing with dynamite, because in my 
opinion, the national welfare is tied up with this problem. It is my belief that 
only a full investigation will develop the facts and lay the groundwork for the 
first time, of balancing the interests of national defense, conservation of natural 
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resources, and of the small-business man in connection with the scrap problem. 
I respectfully ask that you look into this matter as promptly as possible. 
Sincerely yours, 


Mrs. JERRY MOoNSKY. 


DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington, June 24, 1954. 
Mrs. Jerry Monsky, 
J. Monsky & Co., 
75 Church Street, Middletown, N. Y. 


Dear Mrs. Monsxy: Your very nice letter of June 12 to Secretary Weeks, re- 
garding iron and steel scrap, has been referred to me for reply. 

I am sorry indeed to hear that the scrap business in your area is as bad as 
you report it. Generally, except in the sections of the country so far from the 
steelmaking centers that frieght rates make competition difficult, it has im- 
proved greatly in the last 6 months. More scrap of all kinds is being consumed. 
The ratio of scrap to pig iron in the melt has changed in favor of scrap, and the 
trend is in favor of purchased scrap over home scrap. Since the first of the 
year scrap prices have risen about $6 aton. It is regretful that these improve- 
ments have not yet reached upper New York State but I understand that freight 
rates on ferrous scrap will soon be reduced and am hopeful that this will have 
a salutary effect upon the scrap business there. 

Without wishing to appear to defend any industry group against another, I 
should like to give you our views on the present scrap situation. I don’t believe 
that “there are forces at work” designed to hurt the small dealer. The copies 
of the newspaper articles you enclosed concern a complaint by the Federal Trade 
Commission, a Government agency, that one scrap broker whose business it is to 
buy scrap from large and small dealers and sell it to the consumers has grown 
so large and powerful as to have a possible monopoly in this business and named 
several of its largest customers as possible antitrust law violators. The investi- 
gation by that Commission was commenced 2 years ago and the complaints were 
based primarily on scrap operations of these companies during the past 12 years 
rather than the last 6 months when business fell off. The suit is still pending. 

The real reason for this curtailment of the scray business as compared with 
that of the 1950-53 period is that we no longer need steel, and therefore scrap, 
in the same tremendous quantities as we did then. During the last year of the 
defense expansion program the steel mills and foundaries built up stocks of 
scrap sufficient for about 90 days’ operations. When their production fell off 
from over 100 percent of capacity to around 70 percent they found that these 
inventories were sufficient for about 130 days and that they were continuing to 
produce home scrap at almost the same rate as before. Naturally they cur- 
tailed their dealer scrap buying and prices fell precipitously. It required some 
time for them to work off these excessive inventories and a great deal of time 
and money to reduce their blast-furnace operations. They have at present, how- 
ever, taken out of service about 25 percent of their blast furnaces, coke ovens, 
and ore ships. 

As indicated above most of the factors adversely affecting the sale of dealer 
scrap have been adjusted so that as much of this material is being consumed 
today as in any normal peacetime period in steelmaking history. The problem 
now is the fact that scrap dealers everywhere purchased expensive equipment 
to handle the abnormally heavy flow of scrap during the last 12 years and are 
prepared to process about twice as much as is required in a normal peacetime 
economy. Unfortunately for the dealers some distance from the consumers, the 
nearer ones apparently can now prepare almost all the scrap that is needed. 

With respect to the meeting between members of the American Iron and Steel 
Institute and the Institute of Scrap Iron and Steel, I understand that it was 
called by certain scrap dealers to try to work out the very problems you raise 
and those others which have been adjusted. There was a report of this meeting 
in the press and trade magazines and I know of nothing of a secret nature that 
was discussed. 

If I cannot offer you any immediate encouragement in your predicament, I 
hope I have at least allayed your fears of any concerted conspiracy in or outside 
of your industry against the small scrap dealers. 

Sincerely yours, 
CHAS. F. HONEYWELL, 
Administrator. 
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JULY 23, 1954. 
Mr. CHARLES F. HONEYWELL, 
Administrator, Business and Defense Services Administration, 
Department of Commerce, Washington, D. 0. 

Dear Mr. HoneyweE tt: I have held your letter of June 24 and have read it 
several times, the first time with interest and subsequent times with both 
astonishment and regret. I realize that a person in a position of authority such 
as yours has not the time to spend to investigate every facet of the problems 
which are directed to you and you certainly must delegate the gathering of 
much of the information on these problems to your staff. I am therefore 
astonished at the misinformation which you have written in your letter and 
regretful that whoever presented the information did not bother to check on its 
accuracy. 

1. Middletown is not upper New York. It is 60 miles from New York City, 
363 miles from Buffalo, 301 miles from Philadelphia, and 458 miles from Pitts- 
burgh, which are where scrap consumers are located. So we are not in an isolated 
position as far as the mills are concerned and should have noted the improve- 
ments you mentioned. As far as prices are concerned, I am enclosing the market 
quotations of January 7, 1954, and June 17, 1954, as given by the Waste Trade 
Journal, and I fail to see the raise of $6 per ton which you mention. We are pri- 
marily concerned with the New York, Philadelphia, Buffalo, and Pittsburgh mar- 
kets and if you will check these enclosed quotations, you will note a drop of from 
$1 to $7 depending on the item and the commodity. 

2. You mention that “the ratio of scrap to pig iron in the melt has changed in 
favor of scrap, and the trend is in favor of purchased scrap over home scrap.” 
But has anyone checked the ratio of purchased dealer scrap to purchased in- 
dustrial scrap taken back by the steel mills on a reciprocal basis? The figures 
issued by the Bureau of Mines are most interesting on this subject. 

3. With reference to your statement “freight rates on ferrous scrap will soon 
be reduced and am hopeful that this will have a salutary effect upon the scrap 
business there,” I wish to advise you that the reduction in rates applies only 
on 80,000-pound minimum cars and the average small dealer ships 44,800-pound 
minimum cars. Therefore, this rate reduction will help only the big dealers and 
the industrial shippers. 

4. There is no need for you to defend any group in the industry to me. Any 
industry group which is presenting the actual facts to the proper authorities 
would receive not only my wholehearted cooperation, but that of many others 
like myself. Insofar as the complaint by the Federal Trade Commission against 
one scrap broker and its customers is concerned, don’t you think that a 2-year 
investigation by that Commission on complaints that were based on operations 
of the past 12 years would have been undertaken if there were not many and 
justified complaints? 

5. You state that the “real reason for this curtailment of the scrap business 
as compared with that of the 1950-53 period is that we no longer need steel, 
and therefore scrap, in the same tremendous quantities as we did then.” By 
this statement, you infer that the steel] industry’s present rate of 70 percent of 
production is equal to the 1947-49 rate of capacity which was a normal period. 
There was no depression in the scrap industry at that time and I cannot under- 
stand why the scrap industry should be in a depression today if this fact is 
true. 

6. I note that you mention that the steel mills have “taken out of service 
about 25 percent of their blast furnaces, coke ovens, and ore ships.” This in- 
formation hardly coincided with a recent series of articles in the New York 
Daily News which tells in great detail the huge amount of effort and money 
spent to locate, mine, and export to this country iron ore from Labrador. I am 
enclosing an article clipped from the American metal market of July 17, which 
speaks for itself. If the mills are reducing their blast-furnace operations, then 
why would they build a railroad to take ore from 360 miles inland where the 
fields are to get the material to tidewater? And why would the mighty Penn- 
sylvania Railroad tie up $10 million in a new ore pier if they did not have ex- 
pectations of realizing enough from future operations to pay for this invest- 
ment? If the mills are not using and do not plan on using foreign ore to a 
great extent, then why go to such lengths to get it? 
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If they sincerely want to cooperate with the scrap dealers who have co- 
operated with them so many years, then why spend so much time and effort 
to develop ore from foreign sources when there are mountains of scrap under 
their very noses? Being a woman, the stiuation is comparable to my having 
10 pounds of butter in the freezer and going to a distant farm, buying a calf 
and having it raised to a cow, because it may give milk which will produce 
more or better butter some day that I might need. Or going one step further, 
I might be able to threaten the dairy which supplies me with butter that I have 
a cow which will supply my needs if they don’t toe the mark, 

7. As to your statement “unfortunately for the dealers some distance from the 
consumers, the nearer ones apparently can now prepare almost all the scrap that 
is needed.” There are small dealers in the 48 States, the majority of whom are 
not the ‘‘nearer ones.” I am wondering whether they can justify the importation 
of foreign ore over thousands of miles. Are these dealers supposed to operate 
only when there is a defense expansion program and shut down when the mills 
need only the “nearer ones’’? 

8. I am also enclosing another clipping from the American Metal Market of 
July 21. This is just another example of the cooperation given to the scrap 
dealers by the steel mills. How do you think the dealers in the Boston area are 
going to react to this new development which, incidentally, has been confirmed 
and is not just a report. 

In times of national emergency, the scrap dealers have all kinds of restric- 
tions as to price, inventory and allocations and still have a wonderful record 
of cooperation and will continue it. But if the present situation continues, I 
am wondering whether there will be enough dealers left in business to cooperate. 
It is not only the big dealers who supply scrap, but thousands of small dealers 
like us. 

Less than 2 years ago, the Government in reviewing a case stated, “But while 
the industrial producer will necessarily produce scrap as an incident to his 
major operations, irrespective of the price of the scrap, the dealer will not 
collect, prepare, and dispose of scrap unless he can do so profitably.” This 
statement most emphatically recognizes the importance of the scrap dealers’ 
operations and points out that it should be protected and not hampered. 

I wrote my letter which was forwarded to you by Secretary Weeks because 
I am coneerned with the future of J. Monsky & Co., which is a part of the 
scrap industry and which is slowly being strangled along with others in the 
scrap industry. We are small dealers who have not “purchased expensive equip- 
ment” and we are not “prepared to process about twice as much as required 
in a normal peacetime economy.” My letter was not a “very nice letter’ but 
rather a small voice crying out in the darkness of despair for an answer to my 
fears and my problems which are the same as the other small dealers in the 
industry. A great many of these dealers will not be able to hold on much longer. 
With world conditions as they are today, this could be a tragic situation for 
the entire Nation. 

Inasmuch as you are administrator of the Business and Defense Service 
Administration, it seems that you should be as anxious for the situation to be 
thoroughly investigated as we are. We would be pleased to cooperate with you 
in any way possible and assure you that any of the dealers we know would be 
glad to give you further accurate information at any time. I would appreciate 
hearing from you further with any constructive advice which you may have 
to offer. 

Sincerely yours, 
J. Monsky & Co., 
Mrs. JERRY MONSKY. 


The Cuarrman. Thank you very kindly. You have been very help- 
ful and we appreciate it. 

Who is our next witness? 

Mr. Williams, will you identify yourself again for the record and 
your associates because they were not with you earlier. 
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TESTIMONY OF WILBUR L. WILLIAMS, CHIEF OF METALS SECTION, 
OFFICE OF EXPORT SUPPLY, BUREAU OF FOREIGN COMMERCE, 
ACCOMPANIED BY JOHN C. BORTON, DIRECTOR OF THE OFFICE 
OF EXPORT SUPPLY, BUREAU OF FOREIGN COMMERCE; AND 
FREDERICK C. NASH, GENERAL COUNSEL, DEPARTMENT OF COM- 

MERCE 


Mr. Wuu14Ms. I am Wilbur L. Williams, Chief of the Metals Sec- 
tion, Office of Export Supply, Bureau of Foreign Commerce. The 
gentleman on my left is Mr. John C. Borton, Director of the Office 
of Export Supply, and the gentleman on his left is Mr. Frederick C. 
Nash, General Counsel, Department of Commerce. 

The Cuatrman. What are your questions, Mr. MacIntyre ? 

Mr. MacIntyre. Mr. Williams, there was a letter the chairman of 
this committee sent to Mr. Nash under date of June 15, 1957, in which 
request was made for the production of some information about licens- 
ing. Have you brought that information ? 

Tr. Wituiams. Yes, sir. 

Mr. Macintyre. The first item in the letter called for information 
about the licenses that had been issued during a period of time up 
to March 7, 1955. Do you have that? I believe that was item 1. 

The Cuarman. In order to acquaint the committee with what ma- 
terial you want, Mr. MacIntyre, I think it would be best if you read 
item 1. 

Mr. Macintyre. This is more or less a notice of what would be 
expected for the witness who would appear on behalf of the Depart- 
ment to have with him in order to be able to testify. It reads: 

The witness from your Department should be prepared to give the committee 
information on the following points, if possible : 

“Item 1. The amended licensing procedure adopted, effective March 7, 1955, 
as I understand it, installed a requirement that the applicant for a license 
submit a bill of lading showing a previous shipment, and, initially, only bills 
of lading for shipments made in the 7 days prior to March 7, 1955, were valid 
for exchange for a new license. The question should be answered, if possible, 
for the number of bills of lading or the number of cargo shipments which each 
of the principal exporters made in this base period, and whether or not the 
proportion of the shipments made in the base period by any one of the principal 
exporters was abnormal with reference to that exporter’s proportion of exports 
in the previous year to countries for which export licenses are required. If 
the Department has no record showing how many bills of lading each of the 
principal traders had in the base period, then it should be established how 
many such bills of lading were subsequently presented by each principal ex- 
porter with applications for licenses.” 

That is the total of item 1. 

The CHarrman. You may answer that, Mr. Williams. 

Mr. Wu1ams. The question, it seems to me and as you implied, 
breaks down into several parts. Basically, I think the first answer 
that needs to be given is that there was no base period. 

Mr. Macintyre. Wasn’t there a period, though, commencing with 
March 7, 1955, within which an applicant must have bills of lading 
or licenses ? 

Mr. Wituiams. That’s right. 

Mr. MacIntyre. What is that period ? 

Mr. Wiu1aMs. An applicant on or after March 7 was obliged, if 
he was an exporter who had previously received a license or licenses, 
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to submit a bill of lading evidencing a shipment on or since February 
21, 1955, in order to get an additional license but others could also 
be licensed. 

Mr. MacIntyre. Yes. 

Mr. Witu1aMs. Because, again, general provision was made that one 
who was not an exporter could get a free cargo. 

Mr. MacInryre. Yes, but we are talking about exporters now. 

Mr. Wiii1ams. An exporter who was one who, on the records of 
the Department of Commerce, was indicated as holding a validated 
license, having received a validated license from the Department. An 
exporter who held a validated license and wished a new validated 
license was obliged on and after March 7 to submit with his applica- 
tion a bill of lading showing a previous shipment of scrap. 

The bill of lading was to > one dated on or after February 21, 1955, 
which was 15 days earlier or 14 days earlier, whichever it was pre- 
cisely, then the date on which the requirement went into effect. This 
was not a base period, however, for the simple reason that anyone 
with a valid outstanding license against which he had not shipped 
acquired a valid bill of lading when he made a shipment against that 
license on or after February 21. 

Now, it is not possible to be precise to the last ton or cargo, but 
licenses that had been issued as far back as August were still valid 
through February, and licenses that were issued in September were 
valid through March, so that, against the licenses issued from August 
down to March 7, all of those which were outstanding and against 
which shipment had not been made by February 21 became licenses 
which resulted subsequently in bills of lading that the exporter could 
turn around and use in applying for a new license. Our best estimate 
is that there was about a million and a half tons of outstanding vali- 
dated licenses against which shipment had not yet been made as of 
March 7. 

Mr. MacIntyre. And those were in the hands of how many people? 

Mr. Wuiu1aMs. Oh, 35, 40, 42; some such number. 

Mr. MacIntyre. And a substantial number of the total was in the 
hands of one? 

Mr. WiiuiaMs. Well, presumably, a substantial total was in the 
hands of perhaps a half dozen, and among that half dozen there was 
a more substantial total in the hands of one than in the hands of 
any other one. 

Mr. MacIntyre. More than twice as many as in the hands of any 
other, would you say ¢ 

Mr. Wiu1AMs. It is not very possible to say. That exporter was 
shipping very rapidly and may well have used up more of his licenses, 
may have been shipping closer to the license-issuance dates than any- 
body else. 

Mr. MacIntyre. But the proportion of shipments by that one as 
against others was many times as compared to the total than the 
others ? 

Mr. WiuuiaMs. No. 

Mr. MacIntyre. Then in a period of a year? 

Mr. Wiuu1ams. No; I don’t think that is correct. As I brought 
out in earlier evidence for shipments to the United Kingdom, there 
was only one applicant, with the exception of occasional offshore 
shipments. 
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Mr. MacIntyre. We are not talking about shipments to a single 
destination. We are talking about the total shipments. 

Mr. Hosmer. Was that the information submitted in tabular form 
to the committee by the Commerce Department ? 

Mr. MacIntyre. No, sir. Perhaps some of the information in one 
form was there, but not all the information asked for in item 1 was 
there. 

Mr. Hosmer. What you are questioning him about now is the infor- 
mation in that tabulation. 

Mr. MacIntyre. I believe you are right, Mr. Hosmer. I believe 
the question I just put is answered, in a fashion, in that tabulation. 

Mr. Witurams. Yes; that indicates the number of licenses and 
shows the tonnage issued to the principal 26 or 27 exporters? 

Mr. Rrentman. Are the licenses issued for a 6-month period or a 
specific time ? 

Mr. Wiuu1aMs. For a 3-month period, and the 3-month validity 
requirement or recommendation was put into effect in December 1954. 
Prior to that date, the validity period had been 6 months. 

Mr. RrexuimMan. Suppose I had a license to export X number of 
tons, and secured the license in September, I would have September, 
October, and November to use up that license ¢ 

Mr. Wiuu1aMs. No. If you had gotten the license in September of 
1954 you would have had October, Nov ember, December, January, 
February through March. 

Mr. Rrentman. That is 6 months? 

Mr. Wiu1aMs. That’s right. Because, until December 4, 1954, the 
licenses were issued for a valid period of 6 months. 

Mr. Rrew#iman. In 1954, you started issuing them on the basis of 
3 months. 

Mr. Witu1amMs. In December 1954, as a first step to try to control 
the fact that there was a rapidly mounting volume of paper, we cut 
the validity period to 3 months, and it has remained 3 months down 
to the present time. Now, the 3 months are after the month’ in which 
the license is issued, so, if the license is issued on September 2, it is 
good for 6 months plus nearly an additional 1, but, if issued on De- 
cember 30, it it good for precisely 3 months. Generally, it is 3 months 
and a fraction. 

Mr. MacIntyre. I want to ask if you will give us the names and the 
number of unused licenses that were valid on March 6. 

Mr. Wiuu1amMs. We have no idea. 

Mr. MacIntyre. Why? 

Mr. Wiu1ams. It is impossible. For example, we know that 1 
company made 5 shipments between February 21 and March 7, and 
we know that over the several preceding months we had issued them, 
say, 30 licenses. We know they shipped five in a given period, but we 
don’t know how many valid licenses they might still have in their 
hands on March 6. 

Mr. MacIntyre. You don’t know what they had not used ? 

Mr. Witu1aMs. That’s right. 

Mr. MacIntyre. Can you tell that for any period of time? 

Mr. Wira.1AMs. No, not for any period of time. We can only men- 
tion the overall figure, and taking a pretty long period in prospect, 
such as 7 or 8 months, in that period we issued licenses for so much 
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and so much was shipped; therefore, on March 7 there must have been 
about a million five hundred thousand tons of outstanding validated 
licenses, but we wouldn’t know precisely who had them and how many 
each one had. 

Mr. MacIntyre. There are no records at the Department of Com- 
merce that could inform you on that ? 

Mr. Witu1aMs. None whatsoever. 

Mr. MacIntyre. There were no efforts made to establish record 
keeping that would inform any one handling this at the Department 
of Commerce? 

Mr. Wiui14Ms. I don’t see that it would serve a purpose. 

Mr. Hosmer. The only way you could get the information would 
be to get the licensees to notify you by telegram or something else, 
when they made a shipment ? 

Mr. Borton. That’s correct. 

Mr. MacIntyre. No move was made to require that. 

Mr. Wixti1aMs. No, we saw no reason for that. 

Mr. MacIntyre. So, when you adopted these regulations from time 
to time giving advantages to people who were holding licenses, you 
did not know who was getting the advantage or how much advantage 
because of the failure to have that information ? 

Mr. Wiiu1AMs. As the operator, I don’t see that we were giving 
anybody any advantage. We were setting up a requirement which 
anyone could use and in addition a man could come in and get a free 
cargo without a bill of lading. 

Mr. MacIntyre. It has been said that it resulted in advantages to 
some as against others at times. 

To the extent that it did, you did not know when you were promul- 
gating these requirements and since you did not know what outstand- 
ing licenses were unused, and therefore whether it would or would not 
result in advantages? 

Mr. Witu1aMs. I think we were quite clear that we were not giving 
advantages or disadvantages to any one. 

Mr. Borron. It was our view that the regulation could not and 
would not prejudice any firm large or small or any group of firms 
for the simple reason that we recognized that any outstanding license 
not yet used would make the holder of that license eligible for further 
licenses as soon as he made his shipment and by reason of the fact 
that the licenses issued in the preceding year had a 6 months validity 
when in fact we included them in the regulation and made eligible for 
participation under the regulation anybody clear back into August of 
the preceding year who had not yet shipped. The whole purpose of 
this regulation was to try to squeeze out the water from any licenses 
that might be outstanding and would not be used. 

We were faced with what appeared to be an inflationary impact 
of abnormal foreign demand which is the exact phraseology the Con- 
gress used in its direction to us as to when we should use the Export 
Control Act. We had a situation where in 1953 approximately half a 
million tons had been shipped in export. In 1954 approximately a 
million and a half and all of a sudden the applications began to come 
in at a terrific rate. 

We had in January applications for about 350,000 tons. In Feb- 
ruary over 700,000 tons. And in the first 5 days of March approxi- 
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mately 300,000 tons. And the regulations at that time were such 
that anybody who came in with an order was entitled to get a license. 
And what we had to try to figure out was a system under which we 
could continue the flow of scrap essential to friendly nations, not take 
an arbitrary action to cut off the issuance of licenses and prec ipitate 
all kinds of disturbances in the collection machinery and still try a 
device which would slow down this unknown demand. 

At that time we had no estimates of foreign requirements. There 
had been on reason to get those estimates. “We knew it would take 
at least 2 months to get those figures. We were convinced we had 
to do something immediately with this terrific avalanche of applica- 
tions ¢oming in, so this regulation was issued to reduce the demand. 
This device that’ we hit upon was simply designed to let anybody 
who could demonstrate that he had shipped come in and get another 
license. Until he could show he had used an outstanding license if 
he was an established firm he was not eligible for another one. 

In that way we knew that by reason of the fact that the license then 
being issued had only 3 months’ validity we would eventually squeeze 
the water out of any outstanding licenses. 

Mr. Hosmer. You had a lot of people stockpiling or speculating 
on licenses and getting them on the idea that maybe they could sell a 
shipload. W ith all those licenses out, you didn’t know who was 
serious about it, who would use the license, and who would be sitting 
with it in his hands when it expired and you needed to know prec ‘isely 
more about what was going on in the export trade in order to effectively 
control it. 

Mr. Wiia1ams. Exactly. We couldn’t tell—and we didn’t have 
time to run an investigation which takes weeks—we couldn’t tell 
whether there were duplicate orders being placed with a half dozen 
applicants, whether these were firm orders against which shipments 
were going to be made or whether some were fabrications. We knew 
we had a lot in there and every time we issued a license that had a 
potential impact upon the domestic market. 

Mr. MacIntyre. Mr. Williams, you said you had no record about 
the unused licenses outstanding, because you do not have information 
about shipments made against them. What happens to the licenses 
that are used when shipments are made against them; where do they 
eventually go? 

Mr. WiuraMs. They are returned to us. 

Mr. MacIntyre. Through those you would have information show- 
ing which shipments had been made because shipments were made 
against those licenses. 

Mr. Wiir1aMs. We could go back and reconstruct it 

Mr. MacInryre. That has never been done. 

Mr. WirrtaMs. There is a time lag there that would make it not a 
feasible procedure to arrive, to cope with the problem we had for one 
thing. 

Mr. MacInrvre. But here in a period of this base period you had 
only 18 shipments, 18 licenses, 18 cargoes made use of and there 
was no check made against the use of those licenses at that time in 
order to determine whether or how much was cut down on the out- 
standing licenses as against any particular shipper. 
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Mr. Wiii1ams. Nothing was cut down at all. There were simply 
18 licenses used in that 2 weeks. 

Mr. Hosmer. But you had a million and a half tons of licenses out- 
standing. 

Mr. Borron. If they shipped against them, if they didn’t ship 
against them, the license would be washed out by its own expiration 
date. 

Mr. Ilosmer. They were 6-month licenses and you wouldn’t know 
until the day of expiration whether they were used or not plus what- 
ever time it took, if he shipped on the last day, for it to come back 
through channels? 

Mr. Borron. After it comes back through the collector of customs. 

Mr. Hosmer. You would necessarily be behind on any of that type 
of information you would have? 

The CratrMan. Since we have agreed to put in this information on 
a confidential basis, why can you not supply this information and put 
it in the record ¢ 

Mr. Wittiams. Which information ? 

The Cuatrman. All the information. 

Mr. Wiiu1aMs. Let’s go over it. There are a couple of things that 
it is not possible to supply. 

Mr. MacInryre. What are they ? 

The Cuatrman. Why should we take wp the time of the committee 
in doing something that is just an answer to questions submitted 
in writing? Can you not supply it to us to put it in the record along 
with the letter / 

Mr. Rrenuman. I think that is absolutely true if he can give us the 
information but on some questions he said he hasn’t got it. 

ag ‘ITAIRMAN. Thi at is the answer. 

. MacInryre. Will you take each item, Mr. Williams, and ex- 
ine whether you have the information and if not, why you can- 
not furnish it? Please furnish it if you have it. 

The CratrmMan. I was trying to save the time 6f the whole com- 
mittee by putting it in the record. It is on a confidential basis. If you 
cannot supply it, just say so. 

Mr. Muxurer. And the reason why. 

ae Cuatrman. And the reason why. 

. Witt1aMs. The only one that I see offhand that we can supply is 
Baw many bills of lading were subsequently presented by each prin- 
cipal exporter. That merely duplicates the report you already had. 
Takes a portion of that and says for this period this many for A 
and this many for B and so forth. 


The Cnatrman. Answer those you can answer and those you cannot 
answer, say you cannot answer. 

(All information relative to individual firms which the Depart- 
ment of Commerce determined was confidential was deleted at their 
request. Deletions are indicated by asterisks. The letter follows:) 


JULY 3, 1957. 
Subject: Iron and steel scrap exports 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 
DEAR Mr. CHAIRMAN: This letter is in further response to your letter of June 
15, 1957, addressed to Mr. Nash, our general counsel, and will supplement the 
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testimony given by myself and other officials of this Department at a hearing be- 
fore your committee on Thursday afternoon, June 20, 1957. 

The information contained in this letter identifying individual firms and quan- 
tities licensed to them is furnished with the understanding that it is for the use of 
the committee and not for publication in its records or otherwise. We appre- 
ciate very much your committee’s cooperation in this regard. It is essential that 
this kind of information be kept confidential to protect firms against the damage 
that might result from disclosure of their private business affairs to competitors 
and the idly curious. As you know, we keep such information confidential to 
assure firms that information requested or furnished for licensing purposes may 
be given fully and truthfully without risk of business harm. Thus, the Govern- 
ment’s interest as well as the position of private firms is safeguarded. 

The following numbered paragraphs respond to the like numbered paragraphs 
in your letter of June 15: 

(1) The regulation effective March 7, 1955, a copy of which has already been 
filed with the committee, provided: “Any person who holds an export license for 
iron and steel scrap may apply for an export license for a maximum cargo lot 
for each cargo lot exported under an onboard bill of lading issued on or after 
February 21, 1955.” Therefore, any exporter who held an unused license on 
February 21, 1955, was eligible for a new license under this regulation as soon as 
shipment was made against the outstanding license and he could produce a bill 
of lading evidencing such shipment. Although the regulation was announced on 
March 7, the effective date was made retroactive to February 21 in order that some 
new applications could be filed immediately, thus assuring an uninterrupted is- 
suance of licenses. 

Confirming the testimony at the hearing, there were 18 cargoes shipped during 
the period February 21 through March 7, and these were shipped by 5 shippers, as 
follows : : 

* oo a * Bd oa cs 

It should be noted, however, that the firms eligible for new licenses were not 
limited to those who shipped during the period February 21 through March 7. A 
review of the available records shows that there were 92 valid ferrous scrap 
export licenses held at the close of business February 20, 1955, by 15 exporters and 
therefore available as a “base” for use in obtaining additional licenses as soon 


as shipments had been made, as follows: 
a 


aa * * * * * 


(2) 
* * * * a * * 


(3) The new procedure which canceled the bill of lading requirement was pub- 
licly announced and became effective on September 13, 1956. 
. cl * ae * a * 


(4) The Department’s press release FC—56-112 of August 6, 1956 * * * did 
not in any manner change existing policy or procedure. It was issued 
for the sole purpose of informing the public that the existing regulations 
would be continued notwithstanding the fact that there had been some specula- 
tion that the regulations were about to be changed because of the steel strike. 

(5) While it is possible to give licensing records as of a given date, shipments 
are compiled on a monthly basis. Therefore, the following tabulation shows the 
licensing to each of the 3 principal consuming areas from January 1 to August 
6, 1956, but reports exports from January 1 to July 31 and from January 1 to 
August 31: 

[Short tons] 


| Exports 
Licensing 
through 
Aug. 6, 1956 January January 
through through 
July 1956 August 1956 


Japan ee 1, 289, 687 922, 006 1, 041, 497 


RII iii niente nes oplacia nice ibulinbnwecagibal 437, 104 357, 168 400, 282 
I SONU EIU reo sek ces ccsnenccacwcseenccns on 1, 414, 433 1, 280, 267 1, 411, 000 


We trust that the foregoing information will be satisfactory. 
Sincerely yours, 
JoHN C. BorTon, 
Director, Office of Export Supply. 
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Mr. Hosmer. Also those that may be irrelevant, he can say so and 
“a we can get a better understanding. 

e Cuarmman. I don’t think he should pass on the irrelevancy. 

Mr. Mutter. He can furnish it and indicate why he thinks it 1s ir- 
relevant. 

The Cuarrman. That’s all right. 

With that understanding, do you need him any further, Mr. Mac- 
Intyre? 

Mr. MacIntyre. I don’t see that we do. The others are going to 
be policy questions except for the factual information that we re- 

uested. 
The Cuatrman. What do you mean by policy questions? 

Mr. MacIntyre. The policy questions as to why they made some of 
the decisions and who made them will be asked of Mr. McClellan, who 
will appear tomorrow. 

Mr. Wi1aMs. No. 2 which we were about to answer is simply a 
matter of tabulating the licenses issued to Luria Bros. against the spe- 
cific Japanese contract, is that correct ¢ 

Mr. MacInryre. That is correct. 

Mr. Wiu1aMs. * * * No.3: With further reference to Luria Bros. 
& Co. contract, the number of cargo licenses issued to Luria Bros. & 
Co. between July 1 and December 31, 1956, should be established. 

This is the same as the answer to No. 2. 

The CHarrman. In case of doubt call Mr. MacIntyre and if you 
can’t get together, list the information that you cannot answer and 
the reasons why. 

Mr. Wit1Ams. Mr. Borton, should we leave the 2, 3, and 5? 


TESTIMONY OF JOHN C. BORTON, DIRECTOR, OFFICE OF EXPORT 
SUPPLY, DEPARTMENT OF COMMERCE 


Mr. Borron. I presume you would prefer to have it in one document. 
The Cuatrman. Yes. And we will insert the questions and the 
answers. With that understanding, we will dismiss these gentlemen. 

Mr. Evins. I would like to ask a question. 

The Cuarrman. Excuse me. 

Mr. Evins. How long have you been with the Export-Import Sec- 
tion of the Department of Commerce ? 

Mr. Witu1aMs. 16 years minus 4 years Army service. 

Mr. Evins. I believe you have told us in part but could you quickly 
generally tell us basically why the suspended licenses procedure was 
adopted ? 

Mr. Wriu1ams. On March 7? 

Mr. Evins. Yes. 

Mr. Wiuu1AMs. Back at that time? 

Mr. Evins. Yes, why the change was made. 

Mr. Wiutiams. The change was made as Mr. Borton was explaining 
because we had a terrific influx of license applications. 

Mr. Evrns. All right, do you have any information about the li- 
censees selling their licenses or speculators who were not bona fide 
exporters ? 

Mr. Witt1aMs. None whatsoever. 
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Mr. Evins. You just wanted to control this, and based upon your 
experience over the years, you felt this was the technique to do it? 

Mr. Wiuxu1aMs. I think that is correct. 

Mr. Borton. Yes. 

Mr. Evins. You are not able to tell the committee what was the 
policy decision that brought about the change? 

Mr. Wirxi1aMs. I am the operator. Mr. Borton may or may not 
have the answer to that. 

Mr. Borron. I don’t. 

Mr, Evins. Did steel companies want it or did the small scrap dealers 
want it or what caused you to make the decision ? 

Mr. Borron. No; as I recall it, we had no request from either the 
serap dealers or the steel mills. It was our own feeling that the situa- 
tion was one in which some sort of action should be taken, and this was 
the best solution we could think of. 

Mr. Evins. In the interest of national defense or in what interest? 

Mr. Borron. No; in the interest of preventing the inflationary im- 
pact of abnormal! foreign demand. 

Mr. Evins. That’s all, Mr. Chairman. 

The CHatrman. Mr. Riehlman, or Mr. Hosmer ? 

Mr. Hosmer. Looking back on this thing, Mr. Williams, as a matter 
of hindsight and experience with it, do you have any suggestions as to 
how it might have been done in a better fashion either from a technical 
writing of the regulations or anything else so you could run into less 
trouble than you did? 

Mr. Wixtu1aMs. The only suggestion I would make, looking at it as 
a matter of hindsight, is that we might well have removed the restric- 
tion some few months earlier when we reached the point of knowing 
what the principal foreign countries wanted. When we introduced 
this, one of the unknown factors was the magnitude of the foreign 
demand. We probably knew the magnitude of the foreign demand by 
a year later or 10 months later, early in 1956; and, instead of just leav- 
ing the regulation in effect at that time, it might have been rescinded, 
it seems to me in retrospect. But I think we dealt with the situation in 
an exceptionally prompt and effective way, and I think some of the 
witnesses here themselves expressed that opinion. 

Mr. Hosmer. Since that time you have taken steps to find out what 
the extent of the foreign demand is. 

Mr. WituraMs. Yes, that’s right. 

Mr. Hosmer. And you are keeping to that ? 

Mr. WiuuiaMs. Yes, sir. 

Mr. Borron. Yes, sir. 

Mr. Muurer. Are either or both of you gentlemen familiar with the 
hearings conducted in the last Congress before the Banking and Cur- 
rency Committee of the House dealing with scrap exports? 

Mr. WixuiaMs. Yes. 

Mr. Mutter. Wasn’t the point made at that time then in that com- 
mittee hearing that the law requires your Department to take into 
aecount not only the inflationary impact but the national security of 
the country in determining what if anything should be done in connec- 
tion with the export of scrap. 

Mr. Borton. Yes, sir, the particular action that we took here though 
with respect to this regulation was prompted entirely however, by the 
inflationary impact. We had this item under control for security 
reasons and have so had it consistently ever since before the Korean 
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war and have required witli every license application an import cer- 
tificate or other document attesting to the fact that that shipment will 
not be transshipped, Those security controls have never been changed. 
This regulation was an additional requirement because of this addi- 
tional impact. 

Mr. Mutrer. How long have you been with the Department ? 

Mr. Borron. I have been in my present position since the end of 
1950 and I was with the Department from about 1944 to 1947. 

Mr. Mourer. Well, is it not fair to say that both of you gentlemen 
know that during World War II and during Korea in many instances 
aoe for export were in effect merely hunting licenses and used as 
that ? 

Mr. Borton. I can only say that we have done everything possible, 
both by regulation and by enforcement, to insure that license applica- 
tions were covered by firm orders. 

Mr. Mutrrer. How can you say that when you tell us here that you 
all, though you may have the information available, no one has taken 
the trouble to analyze it and have available at all times precisely what 
was being shipped during each period against the outstanding licenses? 

Mr. Borron. You have accurate figures at the end of the month on 
what has been shipped but it takes the whole cycle for the individual 
licenses to come back again to match that up with the individual licens: 
ing actions. You know how much you have licensed and the exact day 
on which the license has been issued. You know exactly how much has 
been shipped during the month-by-month period. 

Mr. Mutrer. When you changed the last restriction was it in the 
nature of an embargo on exports? When you put the last restriction 
on export of scrap was that in the nature of an embargo against 
shipments? 

Mr. Bortor. The most recent restriction was only with respect to 
No. 1 heavy melting scrap to Japan. 

Mr. Muurer. Was that in the nature of an embargo? 

Mr. Bortron. Which was a temporary embargo on that particular 
class and grade of scrap to that one destination until an agreement 
could be worked out with the Japanese as to the amount they would 
take for the balance of the year. 

Mr. Mutrer. Did that restrict the shipment regardless of outstand- 
ing licenses or did it merely restrict people from getting future li- 
censes during the embargo period ? 

Mr. Bortron. Only the latter. 

Mr. Movrer. In other words although you put on a restriction which 
was in the nature of an embargo because you had no idea of -what, li- 
eenses were outstanding, actually it was an ineffectual embargo be- 
cause anyone who had a license for this million anda half tons could 
have shipped it out during that period. 

Mr. Borton. Of course, they could. 

Mr. Murer. Do you think that that is taking into account the full 
requirement of the law as to national security ? 

Mr. Borron. Well, we knew how many licenses had been issued, we 
knew the total amount from the first of the year or for any other period 
of time. We knew that the amount issued was equivalent to the total 
amount which Japan had actually received from us during the year 
1956 and it was felt that until some kind of an arrangement could be 
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worked out with Japan that the licenses issued should be held to that 


re. 
r. Hosmer. In other words you were all right up to that point, but 
~— were worrying about the last part of the year when they might 
ave gone way over what they had taken the year before, you started 
it in the first part of the year to balance the year out ? 

Mr. Borton. That’s right. 

Mr. Mutter. It appears that from 1954 to 1956 your exports of scrap 
doubled. It appears from the records of the first 4 months of this 
year that it was again doubling from 1956 to 1957. 

That was apparent from the number of licenses that were —- 
issued. You say you were concerned about the influx of additiona 
licenses yet when you issue the restriction you ignore the outstanding 
licenses and say you will not issue more licenses for the time being. 

Mr. Bortron. We didn’t ignore the outstanding licenses, we used the 
outstanding licenses as the basis on which to draw the line. 

The outstanding licenses were already equal to the amount shipped 
in the preceding year in that particular grade to that destination. 
Wherever that happened, the licensing stopped. 

Mr. Muurer. And you say that neither the steel mills nor the scrap 
dealers asked you, or made representations to your Department, to 
restrict the export of scrap. 

Mr. Borton. No, sir; [ don’t think I said that. What I said was 
that we did not have any representations, either from the scrap dealers 
or the steel mills, with respect to this particular regulation. 

Mr. Muurer. Were there representations made by scrap dealers, 
steel mills, or both, as to scrap exports; if so, what were they and who 
made them ? 

Mr. Borron. There were a series of representations made through 
representatives of the Secretary’s Industry Advisory Committee, 
which is under the jurisdiction of the Business and Defense Adminis- 
tration, so I haven’t with me a record of the dates of the meetings 
nor the people who attended, but I do know that the steel mills over 
a period of many months and years made representations to the Sec- 
retary through that Committee. 

Mr. Moutrer. Can we have those representations supplied to us for 
our record ? 

Mr. Borron. I will be happy to get them from BDSA. In what 
form would you like them ? 

Mr. Mutter. Well, in the most convenient form for our record. 

Mr. Nasu. We will see if that can be made available for that. 

Mr. Evins. Will the gentleman yield ? 

Mr. Mutter. Surely. 

Mr. Evins. Over how long a period have these representations and 
appeals been made? 

Mr. Borton. I would say since, probably, mid-1954. 

Mr. Wriu1aMs. Yes, mid-1954 or somewhat later, around September 
or October 1954, I think, that representations began to be made, and 
thev have been made of course as you said repeatedly since. 

Mr. Motrer. Together with that information I wish you would indi- 
cate to us, in addition to the names of the persons who made the repre- 
sentations, what their affiliations may be with companies in the in- 
dustry, and what those companies are, whether they be steel mills, 
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whether they be semi-integrated mills or integrated mills or scrap 
yards and scrap yard associations, or just what it may be. 

(The material referred to, supplied by the Department of Com- 
merce, follows :) 


WOO employees of BDSA who attended the following meetings as Government 
representatives and their company affiliations at time of employment as WOC 


Name of committee or task group 


1, Iron and Steel Scrap Consumers Indus- 
try Advisory Committee, 


2. Iron and Steel Scrap Industry Advisory 
Committee, 


3. Steel Products Industry Advisory Com- 
mittee. 


4. Iron.and Steel Scrap Export Task Group. 


5. Iron and Steel Scrap Export Task 
Group. 


6. Steel Products Industry Advisory Com- 
mittee. 


Date of 
meeting 


Oct. 13, 1953 


Dec. 16, 1953 


Jan. 


Mar. 23,1954 


| June 9, 1954 








WOC employee 


H. J. Wallace, United States Steel Corp., 


Pittsburgh, Pa. 

Marvin 8. Plant, H. Klaff &Co., Inc., Balti- 
more, Md. 

tae 8. Burns, Inland Steel Co,, Chicago, 


Charles Kent, Jones &Laughlin Steel Corp., 
Pittsburgh, Pa. 

William J. Betzler, Republic Steel Corp., 
Cleveland, Ohio. 

C. M. Brooks, Luria Bros. & Co., Reading, 


Pa. 

Harold Ridlon, United States Steel Corp., 
Pittsburgh, Pa. 

H. J. Wallace, United States Steel Corp., 
Pittsburgh, Pa, 

Marvin 8. Plant, H. Klaff &Co., Inc., Baltt- 
more, Md. 

Kenneth J. Burns, Inland Steel Co., Chicago, 


Hl. 

Harold Ridlon, United States Steel Corp., 
Pittsburgh, Pa. 

Charles Kent, Jones & Laughlin Steel Corp., 
Pittsburgh, Pa. 

C. M. Brooks, Luria Bros. & Co., Reading, 


Pa. 

ee J. Burns, Inland Steel Co., Chicago, 

H. J. Wallace, United States Steel Corp., 
Pittsburgh, Pa. 

B. 8. Chapple, United States Steel Corp., 
Pittsburgh, Pa. 

C. L. Kent, Jones & Laughlin Steel Corp., 
Pittsburgh, Pa. 

P. E. Floyd, Allegheny Ludlum Steel Corp., 
Pittsburgh, Pa. 

J. P. DeHetre, Youngstown Sheet & Tube 
Co., Youngstown, Ohio. 

M. T. Barry, Joslyn Manufacturing & Sup- 
ply Co., Chicago, Il. 

Bradley Evans, Empire Steel Castings, Inc., 
Reading, Pa. 

J. A. Claussen, American Iron & Steel In- 
stitute, New York, N. Y. 

— J. Burns, Inland Steel Co., Chicago, 

Marvin Plant, H. Klaff & Co., Inc., Balti- 
more, Md. 

William Kerber, Hanna Furnace Corp., De- 
troit, Mich. 

W. P. Carlin, Republic Steel Corp., Cleve- 
land, Ohio. 

Kenneth J. Burns, Inland Steel Co., Chi- 
cago, Ill. 

Marvin Plant, H. Klaff & Co., Inc., Balti- 
more, Md. 

William Kerber, 
Detroit, Mich. 

W. P Carlin, Republic Steel Corp., Cleve- 
land, Ohio. 

William Kerber, 
Detroit, Mich. 

Raymond G. Boyd, Kaiser Aluminum & 
Chemical Sales Co., Inc., Chicago, Tl. 

W. P. Carlin, Republic Steel Corp., Cleve- 
land, Ohio. 

E. F. Clark, Weirton Steel Co., Weirton, 
W. Va. 

John Claussen, American Iron & Steel Insti- 
tute, New York, N. Y. 

Bradley B. Evans, Empire Steel Castings, 
Inc., Reading, Pa. 

P. E. Floyd, Allegheny Ludlum Steel Corp., 
Pittsburgh, Pa. 


Hanna Furnace Corp., 


Hanna Furnace Corp., 
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WoOC employees of BDSA who attended the foliowing mcetings as Government 


representatives and their company affiliations at time of employment as WOC— 


Continued 


Name of committee or task group Date of 


™m 


7. Iron and Steel Scrap Export Task | Oct. 
Group. | 


8. Iron and Stee] Scrap Export Task Nov. 


Group. 





| 
| 
9. Steel Products Industry Advisory Com- |, Jan. 
mittee. 
| 
| 
| 
| 
10. Mobilization Controls Task Group--.-..| Feb. 


11. Iron and Steel Scrap Export .Task | Mar. 


Group 


12. Representatives of iron and steel scrap | Mar. 


provisions and dealers with the Secre- | 
tary of Commerce. | 


13. Representatives of steel producers with | Mar. 


the Secretary of Commerce. 


14. Task Group on Mobilization Controls..| May 


15. Iron and Steel Scrap Export Task | Aug. 


Group. 


16. Steel Products Industry Advisory | Nov 


Committee. 





eeting 


j 


21, 1954 | 


4, 1956 


3, 1955 


1, 1955 


9, 1955 


10, 1955 


20, 1955 


3, 1955 


. 16, 1956 


WOC employee 


William Kerber, Hanna Furnace Corp., 
Detroit, Mich: 


| P. E. Floyd, Allegheny Ludlum Steel Corp., 


Pittsburgh, Pa. 

J. A. Claussen, American Iron & Steel Insti- 
tute, New York, N. Y. 

P. E. Vandenberg, Crane Co., Chicago, 11. 

Marvin S. Plant, H. Klaff & Co., Inc., 
Baltimore, Md. 

Howard J. Mullin, United States Steel Corp., 
New York, N. Y. 

Howard J. Mullin, United States Steel Corp., 
New York, N. Y. 

Marvin §. Plant, H. Klaff & Co., Ine., 
Baltimore, Md. 

P. E. Vandenberg, Crane Co., Chicago, Il. 

P. E. Floyd, Allegheny Ludlum Steel Corp., 
Pittsburgh, Pa. 

William Kerber, Hanna Furnace Corp., 
Detroit, Mich. 

J. A. Claussen, American Iron & Steel Insti- 
tute, New York, N. Y. 

Howard J. Mullin, United States Steel Corp., 
New York, N. Y. 

Arthur Winston, Dow Chemical Co., Mid- 
land, Mich. 


| J. A. Claussen, American Iron & Steel Insti- 


tute, New York, N. Y. 

R. W. Claypoole, United States Steel Corp., 
Pittsburgh, Pa. 

P. E. Floyd, Allegheny Ludlum Steel Corp., 
Pittsburgh, Pa. 

Charles Kraven, Republic Steel Corp., 
Cleveland, Ohio: 

A. S. Oram, United States Steel Corp., 
Pittsburgh, Pa. 

Howard J. Mullin, United States Steel Corp., 
New York, N. Y. 

Arthur Winston, Dow Chemical Co., Mid- 

land, Mich. 

Howard J. Mullin, United States Steel Corp., 
New York, N. Y. 

Arthur Winston, Dow Chemical Co., Mid- 
land, Mich. 

Marvin S. Plant, H. Klaff & Co., Inc., 
Baltimore, Md. 

Charles Kraven, Republic Steel Corp., 
Cleveland, Ohio 

Roger Graves, Bethlehem Steel Co., Detroit, 
Mich. 


| John A. Claussen, American Iron & Steel 


Institute, New York, N. Y. 

Arthur Winston, Dow Chemical Co., Mid- 
land, Mich. 

Howard J. Mullin, United States Steel 
Corp., New York, N. Y. 

Howard 4g. Mullin, United States Steel 
Corp., New York, N. Y. 

Thomas J. Moore, Sharon Steel Corp., 
Warren, Ohio. 

Thomas J. Moore, Sharon Steel Corp., 
Warren, Ohio. 

John A. Hunter, United States Steel Corp., 
Fairfield, Ala 

Marvin Plant, H. Klaff & Co., Inc., Balti- 
more, Md. 

L. T. Willison, Jones & Laughlin Steel Corp., 
Pittsburgh, Pa 

Robert E. Oliver, United States Steel Corp., 
San Francisco, Calif. 

M.S§. George, Inland Steel Co., Chicago, Il. 

Walter 8. Schlundt, Pittsburgh Steel Co., 
Pittsburgh, Pa. 

Victor A. Miscio, Jessop Steel Co., Washing- 
ton, Pa. 

W. J. Kaestner, Vanadium Corporation of 
America, New York, N. Y. 
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WOC employees of BDSA who attended the following meetings as Governmént 
representatives and their company affiliations at time of envployment as WOC— 
Continued 


i 


Name of committee or task group Date of WOC employee 
meeting 





17. Special conference of producers of 6 | Jan. 31,1957 | F. P. Norris, Allegheny Ludlum Steel Corp., 
basic ferroalloys. Pittsburgh, Pa. 
Wm. J. Kaestner, Vanadium Corporation of 
America, New York, N. Y. 
| W.J. Lindner, Haynes Stellite Co. & Electro- 
| Metallurgical Co., New York, N. Y. 
18. Steel Castings (Carbon and Low Alloy) | Feb. 6,1957 | F. Price Norris, Allegheny Ludlum Steel 
Industry Advisory Committee. Corp., Pittsburgh, Pa. 
nee G. Falk, The Falk Corp., Milwaukee, 
is. 
Clyde B. Jenni, General Steel Castings 
Corp., Eddystone, Pa. 
19. Open Die Press and Hammer Forging | Mar. 21,1957 | F. Price Norris, Allegheny Ludlum Steel 
Industry Advisory Committee. Corp., Pittsburgh, Pa. 
| Ved Pazzetti, Bethlehem Steel Co., Atlanta, 
| a. 
| Wallace Adamson, McLouth Steel Corp., 
Detroit, Mich. 
William J. Kaestner, Vanadium Corporation 
| of America, New York, N. Y. 
| R. S. Barnes, Bethlehem Steel Co., Beth- 
| lehem, Pa. 
20. Drop Forging Industry Advisory | Apr. 18,1957 | F. Price Norris, Allegheny Ludlum Steel 
Committee. | Corp., Pittsburgh, Pa. 
|. Ralph Allison, Borg-Warner Corp., Auburn, 
| Ind. 
V. J. Pazzetti, Bethlehem Steel Co., 
Atlanta, Ga. 
| Wallace Adamson, McLouth Steel Corp., 
| Detroit, Mich. 
William J. Kaestner, Vanadium Corporation 
| of America, New York, ey 
| R. 8S. Barnes, Bethlehem Steel Co., Bethle- 
hem, Pa 
Paul Ve rdow, Ladish Co., Cudahy, Wis. 
Ralph Starz, Ladish Co. : Cuds ahy, Wis. 








The CuarrmMan. Thank you, gentlemen. 

( The witnesses left the hear ing room. ) 

The Cuamman. Let us have order just a minute. 

I appreciate the indulgence of you gentlemen with me, but so far 
as I know this is strictly objec tive. I do not really know the meaning 
of a lot of this, it is all objective to me. 

I am just trying to carry out the request of the House to have this 
hearing on scrap. And I think we are developing some very interest- 
ing information. 

Now it was agreed, I think—and we have changed it a time or two— 
that we would ‘keep on going until we got through. Yesterday you 
all got a notice in which I asked you to consider being here tomorrow 
morning so that we would hear two departmental witnesses. That 
will be all that we have to offer until we have an executive meeting 
of the committee and see where we go from here. I do ask your in- 
dulgence for one more session which we will have to have at 9:30. 

Mr. Jonnson. The Assistant Secretary of Commerce suggested 
9:30 instead of 11 o’clock. 

Mr. Muurer. That is Mr. McClellan ? 

The Cuatrman. Mr. Riehlman says he cannot be here. Can you 
be here, Mr. Hosmer ? 

Mr. Hosmer. No. 
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The Cuarrman. Mr. Riehlman, can you be here at 10 o’clock? 

Mr. Rrentman. I can be here at 10. 

The Cuamman. With that understanding we will meet at 10 a. m. 
and close the hearing tomorrow. 

(Whereupon, at 4:25 p. m. the hearing adjourned, to reconvene at 
10a. m. Friday, June 21, 1957.) 





SMALL-BUSINESS PROBLEMS RELATING TO IRON AND 
STEEL SCRAP 


FRIDAY, JUNE 21, 1957 


Houses oF REPRESENTATIVES, 
Setect Committers To Conpuct a STuDY AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEsS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 129, 
House Office Building, Hon. Wright Patman cnet) residing. 

Present: Representatives Patman, Evins, Multer, Yates, Roosevelt, 
Brown, Hill, Riehlman, Seely-Brown, and Hosmer. 

Also pr esent: Everette MacIntyre, general counsel; Wm. Summers 
Johnson, chief economist; Frances K. Topping, economist ; Marie M. 
Stewart, "clerk; and Victor P. Dalmas, adviser to minority members. 

The Cuamsan. The committee will come to order. 


TESTIMONY OF HON. HAROLD C. McCLELLAN, ASSISTANT SECRE- 
TARY OF COMMERCE FOR INTERNATIONAL AFFAIRS, ACCOM- 
PANIED BY HENRY KERNS, CONSULTANT, AND FREDERICK C. 
NASH, GENERAL COUNSEL 


The Cuatrman. I would like to ask some questions in advance of 
Mr. MacIntyre’s questions. It occurs to me that there is a real problem 
about permitting the export of this No. 1 and No. 2 heavy melting 
scrap. I am impressed that the semi-integrated mills need this scrap 
badly. I am impressed, too, that a disproportionate amount of the 
heavy melting grades of scrap are going into export. I wonder if we 
should not do something about making sure that more of No. 1 and 
No. 2 heavy melting scrap remains here for reasons of national 
defense. It requires better grades of scrap, as you know, to make the 
quality steel that is used for tanks and planes, and we need it in our 
domestic economy to keep these little mills going. Although they 
represent only 8 percent of the steel production, they are an important 
factor in the different regions of the country. What is your attitude 
on that Mr. McClellan? Do you see any reason why we should 
give that problem consideration? 

Mr. McCretxan. Mr. Chairman, I see every reason why we should 
give each of the points you raise thorough consideration. It has been 
our earnest effort to get into proper perspective these several factors: 
First, that our domestic safety and the concern for American indus- 
try. and particularly the small-business elements in our economy, must 
be safeguarded. National security is involved, in our judgment. 
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We think steel scrap is a very important commodity, and it has been 
so recognized in our evaluations of commodities essential to our eco- 
nomic welfare. So that the problems that we face are these: We want 
to safeguard our country and each of the elements in it from the stand- 
point of maintaining an ‘adequate supply of this important commodity. 
At the same time we want to impose no undue hardship on the small 
business involved in the exporting trade, and we want to retain good 
relationships with the foreign friendly countries involved here, | too, 
particularly recognizing their importance in the free world, and also 
taking into account their need to work toward converting from relying 
unduly upon the American sources of scrap as against the appropriate 
conversions of plants in these other areas so they can use basic metallics, 
as we are doing here better than they. 

Mr. Chairman, the truth is that we have been exporting in steel 
scrap generally a higher percentage of heavy melting grade. 

The Cuairman. About two-thirds. 

Mr. McCierxuan. It is about two parts heavy melting grades over- 
all to one part of the lesser important grades, and the steel plants 
in other countries use a heavier percentage of heavy melting than we 
do in our mixes that go into the furnaces. So that we have ‘had these 
several objectives. First, to safeguard the community, and partic- 
ularly taking into account the needs of the semi- -integrated and non- 
integrated mills, and the small businesses represented by exporters 
and scrap dealers in that category. Secondly, to influence other coun- 
tries relying on our supply to convert to the point within a reasonable 
period of time so they need not rely beyond the point that we can sup- 
ply safely. ; 

The Cuarrman. They can use those inferior grades of scrap now if 
they want to, can they not? 

Mr. McCrietian. No, sir. 

The Cuarrmman. Their equipment is not suitable for it ? 

Mr. McCriextian. That is correct, Mr. Chairman. 

These points are involved here: In the first place, with the type 
of mills presently in use, particularly in Japan, to a substantial degree 
in the Coal and Steel Community, and to a lesser degree now in the 
United Kingdom, the heavier percentage of the steel scrap of the first 
order, No. 1 or No. 2 heavy melting or No. 1 bundles, is needed than 
we need in our mills. 

The Cuatrman. Mr. McClellan, I don’t want to take too much time, 
but I want to ask you this question: Do you not think something 
should be done about breaking up this alleged monopoly that Luria 
Bros. & Co. has on export ? 

Mr. McCrieutian. Mr. Chairman, we recognize—I would like to be 
able to answer you categorically and I am not sure I can, but I will do 
the best I can, because I would like to give you an answer to the ques- 
tion without evasion in any way whatsoever. We are aware of the 
fact that Luria has a very high percentage of the steel scrap business, 
not only in export but also domestically. We are aware of the fact 
that the percentage which they export in terms of the whole is about 
the same as the amount of scrap in which they deal domestically. 
We are also aware of the fact that in the Coal and Steel Community 
and in Japan, also, they have a large proportion of the steel scrap 
export business. 
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It is our belief—I was about to say “contention”—but it is our belief, 
Mr. Chairman, that that is incidental and not the result of anything 
that we have done in the handling of our steel-scrap export problems. 
I would be personally 

The Cuarrman. | know I should not press you for an answer be- 
cause this aspect of the problem is really not your business, directly. 

Mr. McCietian. I only wanted to make clear that we have been 
conscious of the facts as they have been related. We have been con- 
cerned about this. We have sought to do everything we can to make 
sure that the method in which we are handling our part, we are doing 
the utmost that we can to make certain that the part we are doing in 
no way encourages monopoly. 

The Cuarrman. Mr. Hosmer, would you like to ask a question ? 

Mr. Hosmer. Just briefly, and I will reserve until later. The 
situation is such that your answer today with respect to scrap iron and 
steel exports might have to be different 6 months from now because 
of changed demand from overseas purchasers and any number of 

variable « elements; is it not? 

Mr. McCietian. Well, Mr. Hosmer, we think not, because in our 
effort to resolve this problem, which goes beyond 1957, we have tried 
to anticipate not only the needs in these several countries, but the 
actions they are taking now to develop a better answer in the succeed- 
ing years than they have today so far as this problem is concerned. 

Mr. Hosmer. Well, there is one basic element in the problem, and 
that is how much scrap have you got in the United States in relation 
to what the United States needs today and in the future. 

Mr. McCrexian. Yes, sir. 

Mr. Hosmer. Then you have a variable element of overseas de- 
mand ? 

Mr. McCLeiian. Yes, sir. 

Mr. Hosmer. Which varies in accordance with the amount of busi- 
ness they are doing over there, varies with the technological changes 
they may be making in their production methods in order to accept 
lower gr: ade scrap and a number of other things; isn’t that right? 

Mr. McCie.nan. Yes, sir, but it even goes beyond that, Mr. Hosmer. 
Involved in Japan, for example, is the question of coal supply and also 
the problem of the metallics themselves, the ores that will be used as a 
substitute for scrap if the proper equipment isin use. Also is involved 
the problem of capital. If they don’t have the capital to convert, 
they can’t take the steps in time to meet the problem which as we see 
it must be met. In our discussions with the Japanese our principal 
point has been to persuade them to take the needed steps so that next 
year and the year after and the year following that they will need 
ae scrap and rely more on other sources. 

Mr. Hosmer. Except for the bill of lading requirement that was 
in for a short while and your activities about the time these voluntary 
quota things come up every year, is it your feeling that it is better 
to do this on an agreement basis with these overseas purchasers rather 
than by way of actual embargo? 

Mr. McCieunan. Yes, sir, it certainly is. 

Mr. Hosmer. Why do you say that 4 

Mr. McCtietian. I would like to explain the reasons. In the first 
place, merely to impose an embargo or quota-does not necessarily solve 
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the problem at long range. We think it is quite important, for ex- 
ample, for each of the areas involved to maintain a sound economy 
and to regain their strength as best they can, and we would like to 
help them if we can without endangering our own situation. At the 
same time we must carry that persuasion beyond the immediate future. 

In the program, the way we have been trying to manage it, this has 
been achieved. We have assurance—and I would say rather firm 
assurance—that is reflected by results in the United Kingdom where 
the conversion is taking place and rather rapidly. The United King- 
dom is relying less and less upon our scrap supply, because they have, 
I «ete made the best conversions thus far in types of equipment 
used. 

We have been advised that by the end of 1960 the Coal and Steel 
Community will probably rely to a small degree on the American 
stee] scrap export as compared to today’s needs. 

As far as Japan is concerned, we are of the opinion that it will take 
somewhat longer, but the assurance that they are taking the several 
steps needed so that they will not in Japan rely nearly so heavily upon 
our source as they have in the last 2 years. 

Mr. Hosmer. In connection with the technological developments, 
such as these monster presses which we have heard have some effect in 
actually upgrading the end scrap product, do you feel those are going 
to make a major difference in the scrap supply picture over the near- 
term future? 

Mr. McCuerxian. No, Mr. Hosmer, I don’t think that is going to 
make any difference in the supply, but it is going to mean it may make 
some improvement in the operations of the mills themselves, and to 
make better utilization of some of the scrap presently available. 

One of the questions that has come up in the light of this problem 
is whether or not by this new formula, if I may use that term, of scrap 
which will result from these larger presses, there will develop a differ- 
ent grade or will change the grade of any of the scrap categories that 
we have discussed and where commitments have been made, in other 
words, the importing countries have asked whether or not this new 
bundle, the category will permit them to get additional amounts be- 
cause of the different name or type of bundle that results. We have 
told them, in explaining, that we are concerned only with the grade of 
scrap and that definition has nothing to do with the package, and that 
as a new form of package is developed we will still look under the 
bundle wrappings to see the grade and that will be the determining 
factor in terms of the quantity involved. 

Mr. Hosmer. Well, generally, the demand for steel products has 
become more precise in regard to the quality of the end product. Does 
that have an effect on the scrap requirements of the steel companies 
as to the quality of scrap? 

Mr. McCretian. I think not. I am not a technical man in this 
field, but my information is that at the same time that the steel produc- 
tion is refined, made more efficient with higher quality results, there 
are developments in terms of the type of melting equipment, the type 
of mills and furnaces in use, and also in the improvement in the use of 
the basic metallics, getting more and more away from scrap in per- 
centage and more and more into pig iron or ore, and that there is 
today available for those who have the capital and will spend it, and 
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those who can get the coal and the basic metallics, there is a substitution 
of sound order for the use of such high percentages of steel scrap. So 
that we have the opportunity with good planning to completely resolve 
the problem of steel scrap shortage worldwide. It isn’t just a question 
of, here is a resource that is running out and there is no place to go. 
There is some place to go, and the steel companies can produce the finest 
quality steel without using more steel scrap than is and will be avail- 
able of the various grades if the proper equipment is installed and the 
proper resources are developed in terms of coal and ore. 

Mr. Hosmer. Getting back to this bill of lading requirement that 
was in effect for a period of 8 or 9 months, did you play any part in the 
adoption of that requirement ? 

Mr. McCietxan. No, sir, I did not personally. I believe that was 
done before I came to Washington. I am fairly familiar with it. 

Mr. Hosmer. Did you come to Washington while it was in operation ? 

Mr. McCretxan. Yes, sir. 

Mr. Hosmer. Did you have anything to do with it then ¢ 

Mr. McCretxan. Yes, sir. It was under my responsibility. 

Mr. Hosmer. Under your responsibility ? 

Mr. McCietxan. Yes, sir. 

Mr. Hosmer. For how long a period of time ? 

Mr. McCrexian. Well, sir, 1 can’t give you the dates on that. 

Mr. Hosmer. When did you come here? 

Mr. McCieian. I came here on the first of September, 1955. 

Mr. Hosmer. And when was the requirement relaxed or done away 
with? 

Mr. McCieuan. I can’t give you the date on it offhand. 

Mr. Hosmer. Was it within a short time? 

Mr. McCietxtan. Some months after that, as I recall. 

Mr. Hosmer. Did you take part in the abandonment of that? 

Mr. McCretian. Yes, I wasa party to that change. 

Mr. Hosmer. Will you relate what the circumstances were at the 
time with respect to your own activities and what, if any, part various 
people in the industry took in influencing your decision ? 

Mr. McCietian. Well, Mr. Hosmer, I am scraping my memory 
pretty hard on this one, because this was‘ policy matter in which I 
concurred. I can only relate, I think in part in terms of the industry 
conference. In the first place, the use of this bill of lading require- 
ment was a very practical one. Our purpose here was simply to pre- 
vent as a practical matter their developing a system of getting li- 
censes to ship and then searching for a cargo or for an order to ship. 
We had what I would like to term an inflation of applications for a 
time on the export of steel scrap, and it was almost impossible to de- 
termine which ones were going to be shipped and which were valid and 
which were not. 

Mr. Hosmer. I think we had testimony on that. You finally got 
to a point after awhile that you knew what the overseas requirements 
were, you knew what you had here, and you got that straightened out? 

Mr. Cretan. We got it straightened out to know who was in busi- 
ness and who wasn’t and who was shipping and who wasn’t. The 
minute that was learned and we got the thing down to a point where 
we felt it was in hand we abandoned that method because we don’t 
like any form of limitation we can avoid. 
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Mr. Hosmer. The committee was told that Luria had a great in- 
fluence on the decision of the Department to abandon those require- 
ments. What do you know of that ! 

Mr. McCretian. I only know this much, that I am the one who 
usually passes judgment on the policies of this nature which are ac- 
cepted by the Secretary of Commerce, and that was true, I believe, in 
this instance, and I cannot remember having any contact with any- 
body in the Luria Bros.’ company in the 2 years when I have had 
that responsibility. 

Mr. Hosmer. How about the Institute of Iron and Steel Scrap ? 

Mr. McCrexian. I don’t recall that they had any request in that 
this be abandoned. 

Mr. Hosmer. Where did the idea of abandoning this develop? 

Mr. McCieiian. Well, to the best of my knowledge it developed in 
our own office as a result of the various facts that we have related; 
that once we had the situation in hand—let me give you an illustra- 
tion of a comparable problem that we face that I think will illustrate 
this. 

Mr. Hosmer. If it is relevant now. Iam trying to get down the line 
of whether or not there were outside influences on the Department. 

Mr. McCriextxian. Let me tell you, categorically, that, as far as I am 
concerned, the outside influences were nothing, in terms of this policy. 
The real influence was the practical effect of appropriate limitation and 
the proper handling of these applications for export license. Let me 
illustrate what I consider to be a very relevant and comparable situa- 
tion where I was specifically responsible for the action that was taken, 
both the imposing and lifting of a limitation twice in the last year. 
We had suspended licensing and the granting of license applications 
for the export of steel scrap under certain conditions, and we did it, 
first, because we felt that the concern that was abroad or with the steel- 
scrap supply situation had resulted in sort of a panic of applications. 
A flood of them were coming in, which we felt had no reality with either 
the real need or the probable shipment. We felt in the Department, 
without having the urge to take such action, that this was unfortunate 
and needless and pointless, and in order to permit the air to be cleared 
and not to get our lines all fouled up, we suspended the granting of 
licenses for a while until we could have some discussions and get some 
figures together and get the results fully analyzed, and the minute this 
had been done and some understanding of the true situation had been 
developed, then we canceled out this suspension, and the effect was good 
and it saw us through, and I contend that the situation is comparable 
to the one in which we had this earlier method of granting licenses for 
steel-scrap export. i 

Mr. Hosmer. Do you foresee that there may arise in the future a 
necessity for doing something of that nature again ? 

Mr. McCreuian. I hope not. 

Mr. Hosmer. Well, is there any possibility of it? 

Mr. McCretian. Mr. Hosmer, I have only been in Government 2 
years, and I have Jearned that it is pretty hard to predict the kind of 
situation we are going to get into in these tense times in this compli- 
cated world, but I can assure you, as far as we are concerned in the 
Department, we dislike any kind of unnatural limitations, and where 
we get into an operating problem of this order—and that is what both 
of these were—we undertake to do the soundest thing we can—not on 
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the basis of someone’s opinion outside, but on the basis of the best facts 
and information that we can acquire, and that was what was done in 
both of these cases, 

Mr. Hosmer. Do you believe that, as that bill-of-lading procedure 
worked out, it actually worked to the adv antage of some shippers and 
to the disadv: antage of others? 

Mr. McCretuan. I think that, in the main, it was an unfortunate 
but necessary temporary limitation. I would believe that it had a 
slight ill effect on everyone that was in the business, but I don’t believe 
that it had the effect of helping anyone, categorically, more than 
another. 

Mr. Hosmer. Do you believe that any scheme of that sort could be 
devised which would be equally fair to all exporters and not result in 
an adverse effect upon anyone? 

Mr. McCuetxan. I think that you could find the case, probably. I 
think it would be very difficult to devise any kind of limitation that 
would have equal effect on all of those involved, but I think it would 
be very safe to say that, in this instance, it was not of an order that 
had a good effect in terms of certain categories and a bad effect against 
other categories of those involved in the trade. I think it was a pretty 
level impediment, if'you want to use that word, on all. It was an un- 
fortunate way to have to do business, and that is why it was temporary. 
I think it was justified, and I think it did resolve the problem, but I 
would hate to see us have to do it again. 

Mr. Hosmrr. Now, assuming that only one exporter was in the field 
of exporting iron and steel scrap from the United States, in your opin- 
ion, would ‘that have any effect of decreasing the actual number of 
small businesses engaged in the activity of collecting scrap for ship- 
ment by an exporter? 

Mr. McCuewtian. That is a complicated question, Mr. Hosmer. In 
the first place, one of the effects, I think, that this method had was to 
get some people into the shipping business that weren’t in it before, 
but you spoke about the collecting business, too. 

Mr. Hosmer. Yes. 

Mr. McCuetian. And that is quite separate and apart from the ex- 
porting business, because there are many hundreds of steel-scrap col- 
lectors. 

Mr. Hosmer. I know, and that is what I am trying to find out. If 
100 percent or 50 percent of the exports are carried on by 1 ex- 
porter, would that have an adverse eifect on the little-business men 
in the collect ing business ? 

Mr. McCuetxian. I don’t know whether it would or wouldn’t, be- 
cause it would be awfully hard to know. It would depend on how 
the business was operated, and whether or not there was a short sup- 
ply in the light of the —- need, and what their needs were in terms 
of procurement, and what the areas involved might be. For example, 
you ask a very difficult question. Supposing we were trying to ex- 
port to Japan, and there were one or a dozen exporting companies 
seeking supply and the supply was high or low; it would make quite 
a difference. The obvious thing, of course, would be to obtain scrap 
from the closest area to Japan, which would be the Pacific coast or one 
of the islands, and get it, of course, where it was more readily avail- 
able and where it could be obtained for the best price. These are 
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the natural sequences. Now, what would obtain is a pretty hypo- 

thetical question, because that was not the circumstance, and I don’t 
know what would happen. I can’t answer your hypothetical question 
without getting some other hypothetical conclusions as to what the sit- 
uation was and, even then, it would be speculation. 

Mr. Hosmer. Do you recall what the chairman said to you in preface 
to this remarks about one company being dominant in the field? 

Mr. McCie.ian. I remember he asked the question. 

Mr. Hosmer. What I am trying to get at is an extension of that. 

Mr. McCiexian. Yes. 

Mr. Hosmer. I guess that is all for now, Mr. Chairman. 

The Cuarrman. Mr. Evins. 

Mr. Evins. No questions. 

The Cuamman. Mr. Hill. 

Mr. Hix. No questions. 

The Cuarrman. Mr. Multer. 

Mr. Mutter. Mr. Secretary, pursuing the line of questions Mr. 
Hosmer has just concluded, it is quite likely that if there was one com- 
pany in control of the exports of scrap to foreign countries, either 
by virtue of agreement with foreign cartels or because of any other 
reason which put them in a better position to get the orders from the 
foundries, it is quite likely that the sole exporter could put pressure 
upon the local scrap dealers and collectors if the market was such that 
our domestic consumers of scrap said to the scrap dealers, “We have 
enough on hand. We have got enough in inventory to carry us along 
for 6 months. We are not going to buy from you.” If there is just 
one company in control of export for any number of reasons or any 
one reason, that certainly would depress the price that the scrap 
dealer could get, would it not ? 

Mr. McCretxan. Well, Mr. Multer, if I understand you correctly 
you are asking me whether or not if one company has a monopoly on 
the business in this industry, whether or not it could have an adverse 
effect on the free operation of that part of the economy ? 

Mr. Mouurer. Yes. 

Mr. McCretitan. And the answer to that is obvious; of course, 
they do. 

Mr. Mutter. He could easily go in whether he was unscrupulous 
or not, he could go into various scrap yards along the coast where 
he was operating and say, “Look, the domestic consumer is not going 
to buy your scrap and unless you sell to me, you are going to go broke,” 
and he can put pressure on the dealer. 

Mr. McCuietxan. To the extent that one company was in the market, 
there are a lot of things that could be done that would be contrary 
to our concept of free enterprise and a free market certainly. You are 
giving me again a hypothetical question that I want to be sure I give 
you a specific answer. 

Mr. Mvtrer. The charge has been made that you haven’t been here 
throughout the testimony, and I don’t think you have had an op- 
portunity to read it, but I think you ought to know that the charge 
is made that one company did exercise such monopoly on the export 
of scrap. We had that company’s representative here and, of course, 
he denied that he had any monopoly, but that is a conclusion we will 
have to draw from all of the facts when it comes to making our recom- 
mendation. Now, then on the question of making of policy, did the 
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BDSA participate in the making of policy with reference to these 
export restrictions and the lifting of the restrictions? 

Mr. McCtexxan. Oh, yes, by all means. 

Mr. Muurer. And can you tell us who represented the scrap industry 
on BDSA, if anyone? 

Mr. McCuetxan. No, sir, I cannot, but we can certainly get you 
the information. 

Maybe I should explain how they operate, Mr. Multer, in order that 
this is clear as to the role I carry. My job in the Department of Com- 
merce has to do with international affairs. Under my direction the 
Bureau of Foreign Commerce does its job, including the operation of 
our export control under policy determined in part by the national 
administration of the executive branch, with the counsel and help of 
Congress, and pate within the policies and the procedures that have 
developed in these departments under those policies. Now, the do- 
mestic side of the Department operates under the direction of the 
Assistant Secretary for Domestic Affairs, both of us as counterparts, 
of course, accounting to the Secretary. 

Now, the Business and Defense Services Administration operates 
on the domestic side. That is the agency that has the steel experts, 
the businessmen who are best informed—that is, those informed about 
business and industry in the domestic order. 

As I have indicated, I am not a steel scrap expert or steel expert 
or expert on any of these topics about the business itself, and in our 
side of the Department where we must operate the export control we 
obtain from the BDSA and through the Assistant Secretary for Do- 
mestic Affairs and the Director of the BDSA all of the information 
they have as to the problem—the domestic supply, the domestic need, 


the prospect for need over the next several years, the probable supply 
that we can anticipate—and if we use primarily their judgment on 
these matters it is they, for example, who had prepared the Battelle 
report and who reported on it through the Secretary to Congress. 
Now, their a are the bases — which our judgment is made as 


to what we should do within the policy. We cooperate and coordinate 
with them in terms of what limitations, if any, should be applied, and 
the representative of the BDSA has sat with me each time I have 
discussed with the Japanese, with the Coal and Steel Community, or 
the United Kingdom the problems of their needs and whatever limita- 
tions they might impose. So that the work between us, the two sides 
of the Department, has been coordinated all of the way through. 
It is they who call in the specialists from business and try to obtain 
their counsel, and that includes steel-scrap people, export people, 
steel manufacturers—big ones and small ones, integrated, semi-inte- 
grated and nonintegrated. 

Mr. Mutter. I would like to have you furnish to us for our record, 
if you will, sir, the names of the persons with their affiliations in the 
industry who participated in these conferences or in giving of this 
advice representing the various segments of the steel industry, the 
mills, the integrated mills, semi-integrated mills, the scrap industry, 
and if possible the name of the company with which they are affiliated 
or the association if it is an association. 

Mr. Nasu. You asked that question yesterday. We are collecting 
that information. 

(Information referred to appears in the record at pp. 368-371, 
408-413.) 
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The Cuarrman. Will that include the WOC’s, if any, in the De- 
partment ? 

Mr. McCietian. It can. 

The CHarrmMan. Those should be included. 

Mr. Mutrer. Then that, of course, will show, if it includes the 
WOC’s, it will then show.who was.acting as Director of the Iron and 
Steel Division at that time, who was a Woc , and should also show, 
I imagine, who at that time was active for the Miscellaneous Metals 
and Minerals Divisions of BDSA. 

The CuarrMan. May I interrupt you, Mr. Multer, to ask Mr. Mc- 
Clellan one question? Since it is obvious that we will not all get an 
opportunity to ask questions, I would like to see if we cannot submit 
questions in writing. Will you give us your replies for the record 4 

Mr. McCiecuan. Yes, sir. 

Mr. Mutrer. I notice that the adviser on foreign activities, accord- 
ing to the current Congressional Directory, is George Elliman. Did 
he participate ? 

Mr. McCretian. Yes; he has frequently sat with me when we were 
in discussion, frankly, as a matter of liaison and information. The 
policy determination is made at a different level. 

Mr. Muurer. What is Mr. Elliman’s background, if you know? 

Mr. McCreiian. No, sir; I am not informed. I know him very 
well. He is in part a liaison officer between the BSC and BDSA. He 
sits with our people and coordinates the information and thinking in 
terms of these problems. 

Mr. Muurer. Would you furnish for the record his background, 
how long he has been there, and what his affiliations were before he 
came to the Government ? 

Mr. McCiexc.an. Yes, sir. 

(The requested information regarding the background of Mr. 
George T. Elliman, as supplied by the Department of Commerce, 
follows: 


GrorRGE T. ELLIMAN, BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


George T. Elliman was born December 17, 1905, in New York City. He grad- 
uated from Princeton University in 1928 with the A. B. degree in modern 
languages. Following graduation he was employed as assistant advertising 
manager of the publishing firm of Doubleday, Doran & Co. In 1933 he accepted 
the position of advertising manager with the Saturday Review of Literature. 
In 1936 Mr. Elliman became associated with Butler & Baldwin as real-estate 
broker, handling the leasing of commercial space. 

In September 1939, Mr. Elliman entered the employment of the Federal Govy- 
ernment as a civilian employee and has served as such to the present time 
except for the period from May 1942 to December 1945 when he served in the 
Navy as executive officer and commanding officer of escort vessels, combat 
vessels, and troop transports. His first Federal civilian employment was with 
the Department of Commerce, Bureau of Foreign and Domestic Commerce, as 
commercial agent, from September 1939 to October 1941. He then transferred 
to the War Production Board as executive assistant of the Materials Division, 
developing operating procedures, interviewing personnel, and attending meet- 
ings of committees concerned with increasing production of materials and con- 
trolling their distribution. Following this employment and after service in the 
Navy, Mr. Elliman was appointed as Executive Director, Office of Foreign Liqui- 
dation Commission, Department of State, with administrative responsibilities 
in the sale of military equipment. In September 1948, he transferred to the 
Economic Cooperation Administration as special assistant to the Director of 
Operations, Voluntary Foreign Aid, with responsibility for furnishing United 
States production experts for foreign projects, and for supplying technical and 
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scientific literature and productivity data to foreign countries in the ECA pro- 
gram,’. In February 1951, Mr. Elliman transferred to the National Production 
Authority as industrial specialist on assignment to policy coordination activities 
in the Foreign Division. Subsequently, Mr. Elliman served the successor or- 
ganization to the National Production Authority, the Business and Defense 
Services Administration, as executive officer and in his present position of 
adviser on foreign activities, GS-15. In the latter capacity he has been alternate 
to the Business and Defense Services Administrator on the Advisory Committee 
on Hxport Policy and the Business and Defense Services Administration mem- 
ber of the ACEP Operating Committee which has been dealing with ferrous scrap 
for the past several years. 

Mr. Murer. I understand that there has been an announcement that 
Secretary Weeks has now indicated that he is in favor of eliminating 
the WOC’s from Government. Did you participate in any discussion 
with him on that subject ? 

Mr. McCuietian. No, sir; I didn’t even hear him make such a state- 
ment. 

Mr. Murer. My understanding comes from newspaper announce- 
ments that he is now in favor of eliminating WOC’s. 

Mr. McCie.uan. I haven’t discussed it with him. 

Mr. Mutter. We were told yesterday that your Department does not 
have day-to-day or week-to-week or even for that matter month-to- 
month knowledge of the total amount of licenses outstanding and used 
for export of scrap. Would you care to comment on that? 

Mr. McCretian. I can understand that this certainly would be true 
during this period when I reported that we had an inflation of applica- 
tions because the great number that were applied for at that time were 
never used. The shipments weren’t made. 

You have asked me a technical question. Honestly, I don’t know. I 
just don’t know about that. I would have to check on that point and 
see. 

We do know how many applications we have in hand, how many tons 
have been shipped to each of the areas, and in what grades, and this is 
an essential figure which we keep constantly before us, and I get weekly 
reports on my desk on those forms. 

Mr. Mctrer. It would seem for the proper operation of the pro- 
gram—I may be wrong—that it would be essential that you have a 
current running inventory at all times of outstanding licenses so you 
would know just what the situation was if the time came along that you 
had to put an embargo or restriction on the use of them. 

Mr. McCietian. We know how many are licensed. We don’t know 
how many have been shipped. 

Mr. Murer. I think that is an essential element of your knowledge 
in order to be able to properly act. 

Mr. McCrietian. I have a report on my desk each week, for example, 
on the three critical areas, how many licenses have been authorized on 
each grade during the calendar year for each area, and I have a report 
on that each week, and also what that is in ratio to what they took last 
year. 

Mr. Mutrerr. But I think the statement was made that at the time 
the last restriction was promulgated there were about a million and a 
half tons of licenses—licenses for about a million and a half tons of 
scrap outstanding, but there was no available information at that 
moment as to how much of it had been shipped ? 
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Mr. McCuizetian. Mr. Multer, sometimes it is difficult to know what 
happens when a license leaves our office. There may be half a dozen 
ee loaded, and they have to have the license before they can load. 

aybe that ship didn’t clear for another day or two, but we have the 
following records on that. Again, I can’t get into technical points, but 
I assure you-—— 

Mr. Hosmer. Will you yield just a moment? 

Mr. Muurer. Surely. 

Mr. Hosmer. Your licenses now expire at the end of 3 months after 
they are issued ? 

Mr. McCreian. I believe that is correct, and their license for ship- 
ping in this calendar year, and they expire if they are not used within 
a limited time. 

Mr. Hosmer. How often do you get reports from actual shipments 
on your desk? Is it weekly? 

Mr. McCievian. We get them monthly. We get the regular report, 
and I get the applications granted weekly area by area, so we know. 

Mr. Hosmer. How currently would you say then that you are in 
respect to knowing the accurate export picture ? 

Mr. McCuexxian. Once a week. We are, I think, in constant con- 
trol of this, and again, you may have a technical question here. 

Mr. Hosmer. That is information that you did not have at the time 
you first came to Washington, at least prior to that. 

Mr. McCiexxian. At the time when we found it necessary to impose 
this bill of lading requirement it was impossible to determine it be- 
cause things were not flowing normally. 

Mr. Hosmer. As a matter of fact, that is why you promulgated it? 

Mr. McCreuian. Yes, sir; now, we do know, and if we thought it 
was a problem here we would certainly get a report-back system. 

Mr. Mutter. Just one thing more and I will yield the witness. I 
understood you to say that as these mills in foreign countries gain 
more know-how and technical knowledge they will probably use other 
sources rather than our scrap. I don’t think—at least to me it is not 
clear whether or not that means that they would use other sources to 
supply the scrap, and they would use ore instead of scrap. 

Mr. McCuietxian. Ore instead of scrap, ore and metallics, pig iron 
and ore, rather than scrap. 

Mr. Muurer. Again I may be under the wrong impression, but I 
thought some of the witnesses indicated that raw and pig iron are 
interchangeable with scrap in the production of steel in most of the 
mills. 

Mr. McCietxan. Not in most of the mills, in many of the mills in 
this country and much less in Japan and somewhat less in the Coal 
and Steel Community, and in a pretty high degree they are inter- 
changeable in the United Kingdom. 

Mr. Motrer. Thank you. 

Mr. Hitt. Mr. Chairman, I have one question. My question arises 
from Mr. Multer’s question. If you should find one or more com- 
panies dominant in certain areas and the local demand for scrap steel 
has dropped as far as the sale was concerned, and you were not satis- 
fied with the situation that existed there in regard to the operation of 
the export trade, what power have you to assist in getting this back 
to the small operator? What power have you to assist him in seeing 
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that he can maintain his usual supply of scrap steel? What can you 
do for him in a situation like that ? 

Mr. McCuetxan. It is a difficult problem. May I report a policy 
that we have followed that has that effect where we do impose con- 
trols? Obviously we don’t have much power unless we exercise some 
form of control, and we dislike that iden of control. To the extent 
it Is unnecessary, we try not to do it. When we impose a quota, for 
example, on an export item, we begin by retaining the ratio for the 
shippers in general that have been in the pattern before, so that 
there is no chance for one category to take all of the business and 
run with it. We try to maintain the ratios that have obtained pre- 
vious to the controls being imposed. That is one point. 

Further than this, we usually set aside about 10 percent of the total 
for new companies to go into the business, small firms, so that the new 
firms are not frozen out leaving all of the trade to those that were in 
the business before the control was imposed. 

Mr. Hi. Now, that partly answers my question, but what line of 
approach have these small business firms to your office? Now, before 
you answer that, let me say that we have heard complaints where these 
small business firms couldn’t get to the right people in the Department 
of Commerce when they had small business problems; and that is what 
I am interested in. 

Mr. McCietian. Well, so am I, may I say, and I have been here 2 

ears and I have yet to find a single company, and I don’t think any- 

dy can name a single individual who sought to get to me in my office 

on a reasonable time appointment to be heard on any question about his 
problems and was refused. 

Secondly, I would report to you, sir, that to the best of my knowledge, 
and I think it is accurate, that we have made it a policy to do our utmost 
to encourage small business as well as large, but especially the small 
business, who are not always informed about these opportunities, to 
be heard and to be aided, to come to see us, and I have many times per- 
sonally in trips around the country told business communities this story 
and urged them to come in to the Department of Commerce, whose 
primary function is to cooperate with business in the country to come 
in and see us if they have a problem, not just to complain, but to come 
in and lay their problems out in the hope that we can be helpful to the 
extent that Government should. 

Mr. Hix. Have you any knowledge that that has always been the 
case in times gone by? Why should a small-business man have to 
come to Mr. Patman or Mr. Riehlman or me when he is in difficulty ? 
I know it has happened, and it happened during the war time after 
time, and they could not get this material without applying to their 
Congressman. Why should that be true ? 

The CratrmMan. Your door is always open. 

May I carry out an agreement the chairman made with these wit- 
nesses that we will let them finish by 10:45 and Mr. McClellan will 
agree to answer in writing any questions we have, so that we may hear 
our State Department witness; is that all right ? 

Mr. McClellan, we will try to work out another arrangement for you 
if we find we need to ask you a large number of questions. 

Mr. McCretian. Mr. Chairman, may I report to you, sir, and to 
this committee that, unfortunately, I am leaving the Government at the 
end of next week. Ihave had to tender my resignation and will be go- 
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ing back to California because of a series of complicated problems that 
I must meet. 

The CuarrmMan. Your successor will answer the questions? 

Mr. McCrierxian. If I am not here, you will get a response. 

The Cuarrman. Congratulations on a fine job. The testimony we 
have heard is all to your favor, and best wishes. 

Mr. Mutrer. Before the Secretary goes, and I think this is im- 
portant, he may have covered it before, but in fairness to the Depart- 
ment I think he ought to know the charge was made here by one com- 
pany that during the time when restrictions were in force on the use 
of licenses he contacted the Department on behalf of his company, 
trying to get some assurance he could get an export license. The 
charges continue that he couldn’t get the assurance, but his competitor 
did get that assurance. In view of the fact that that is on the record, 
1 think the Secretary ought to have an opportunity to say whether 
he knows anything about that. 

The CHamman, He has enlarged on that. We are pressed fortime. 

(Witnesses exensed.) 

The CuHamman, Gentlemen, may we have your attention, ples ase. 
Mr. Kalijarvi is representing the Department of State. He would 
like for his statement to be released. I suggest since it is a request 
that they do it and the statement does not ively e anything, as I un- 
derstand, that would necessarily be of a confidential nature to the com- 
mittee, that we grant the request. 

Mr, Yates. What is the request 

The Cuatrman. That the statement be made public. I assume there 
would be no objection to that. 

Mr. Rreniman. Let’s just find out the reasons for this gentleman 
wanting his statement made public at this time. We have asked for 
nothing to be released until the committee decided they wanted to 
have it released. If there is a specific reason, I think the committee 
should know it. 

The Cuarrman. I beg your pardon, Mr. Riehlman? 

Mr. Rreutman. I am asking the question why he asked that it be 
made public. 

The CuarrMan. It is information in which we are all interested in 
our representing small business. He is going to announce a policy 
that is going to help the small-business people, and I think it is a 
very commendable thing. 

Mr. Hix. He wants it released. 

The CuHarrman. Under those circumstances, I do not think we can 
object to it. Without objection, it will be released. 

Now, then, I received a copy of your statement early this morning 
which you so kindly furnished me. I have prepared a statement 
relative to this matter and I submit it to you for your agreement. 
I willreadittoyounow. [Reading:] 

This morning, Hon. Thorsten V. Kalijarvi, Assistant Secretary of State, read 
to the House Small Business Committee, a diplomatic note from the High 
Authority of the European Coal and Steel Community, which states that the 
High Authority is taking steps to eliminate restrictive purchase practices of 
the OCCF, the central buying agency of the community countries for purchasing 
serap from the United States. This action, when carried out, will break the 
near monopoly control which a small combine of United States firms have recent- 
ly had for exporting scrap to the six European countries which make up the 
European Coal and Steel Community, known as the CSC. This note which 
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was transmitted by Mr. Butterworth, our ambassador to the CSC in Luxembourg, 
said that the High Authority has “* * * undertaken to formulate detailed 
criteria and procedures to be followed by the OCCF in purchasing scrap in the 
United States. These criteria and procedures will be designed to eliminate any 
discriminatory or restrictive practices or any practices in any other way 
contrary to the purposes of the community.” 

Assistant Secretary Kalijarvi- told the committee that “in furtherance of the 
basic United States foreign economic policy calling for the encouragement of free 
competitive enterprise in the free world nations and for the elimination of 
restrictive business practices in international trade” the State Department has 
taken steps to encourage free trade practices in the purchase of iron and steel 
scrap by both the OCCF and Japan. The community countries and Japan are 
the principal foreign markets for United States iron and steel scrap. Both 
make scrap purchases from the United States through central buying cartels. 

The committee listened with approval to the Secretary of State and suggested 
that its “warm congratulations” be expressed to the High Authority on. “a 
promised action which should not only strengthen free competitive enterprise in 
Surope—an objective of the CSC—but an action which will help preserve free 
competitive enterprises within the United States, by freeing some 4,000 small 
scrap dealers in this country from the threat of monopoly control, The com- 
mittee further expressed the hope that the State Department will follow very 
closely developments of the corrective actions which have been promised by the 
High Authority and that it will take whatever steps are appropriate to encourage 
an early adoption of these actions.” 

The House Small Business Committee has been holding hearings since May 
20, on both domestic and export problems affecting the United States iron and 
steel scrap trade. On June 6, Representative Patman “invited” attention of the 
State Department to transcripts of the committee’s hearings, saying witnesses had 
charged “that a central buying cartel in Japan and the OCCF, the central buying 
agency for the European Coal and Steel Community, restrict opportunity for 
making sale of scrap in these markets to a small group of selected United States 
companies.” 

In its diplomatic note of June 18, the High Authority said it had previously 
asked its OCCF purchasing agency in November of 1955 to eliminate the ex+ 
clusive contract with the small group of United States firms for all scrap shipped 
from the United States but the note continues: 

“In spite of the elimination of these exclusive arrangements, it has now come 
to the attention of the high authority, that in testimony before the Small Busi- 
ness Committee of the United States House of Representatives, certain United 
States scrap dealers have charged that the buying practices of the OCCF con- 
tinue to discriminate against them in favor of the group of American scrap 
dealers with whom the OCCF previously had exclusive arrangements.” 

Assistant Secretary Kalijarvi told the House Small Business Committee that 
the State Department had interceded with the Japanese to open up their market 
to all United States firms on a nondiscriminatory basis, saying: 

“But, although the number of dealers was raised to six, this intercession was 
unsuccessful in obtaining a restoration of competitive conditions.” 

The CSC is made up of France, Germany, Italy, Belgium, Luxembourg, and 
the Netherlands. The Assistant Secretary told the committee that the CSC 
was formed in July of 1952 “to bring the coal and steel industries of the six 
CSC countries into competition with one another in one vast common market,” 
and to eliminate barriers to trade within the CSC countries “such as traiffs, 
quantitative restrictions, and discriminatory pricing.” The Assistant Secretary 
added that the CSC treaty among the six nations has anticartel provisions which 
are accurately described as “Europe’s first major antitrust law.” 


I would like permission to give that out as a committee statement if 
it isall right. 

Mr. Yares. I don’t want it to go out as a part of my statement. I 
haven’t heard Mr. Kalijarvi yet, and I don’t want to congratulate 
him until I know what is in his statement. 

The CuarrmMan. You have acopy there. 

Mr. Yares. I just received it and it is 10 pages long or more, and I 
haven’t had a chance to read it. 

Mr. Kalijarvi, suppose you proceed in your own way. 
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Mr. Yates. The second point I want to make in respect to the state- 
ment is that I think there is an implication of monopoly or near 
monopoly that hasn’t yet been successfully shown before our com- 
mittee. I wonder whether or not it is fair to issue the statement until 
we have a chance to consider all of the testimony. 

_ The Cuarrman. Suppose you proceed in your own way, Mr. Kali- 
jarvi. 


TESTIMONY OF HON. THORSTEN V. KALIJARVI, ASSISTANT 
SECRETARY OF STATE, DEPARTMENT OF STATE 


Mr. Kauisarvi. Mr. Chairman, there is in your statement one phrase 
that I hope we have an opportunity to discuss. It is the one that 
we have taken steps to eliminate these practices in other countries. I 
don’t think that we have the capacity to eliminate them in the other 
countries and perhaps there should be a little change in words. 

The Cuarrman. In other words, you have taken steps to call it to 
their attention that it is objectionable to the State Department. 

Mr. Kaurisarvi. That is right. 

The Caarrman. We will do that. 

Mr. Katisarvi. And urged something along that line. 

The Cuaimrman. That is a good suggestion. We appreciate it. 


Mr. Kauisarvi. Now, this is a lengthy statement, as the committee 


sees. 

The Cuarrman. Would it be all right, gentlemen, if he would sum- 
marize the statement to state what it covers and to read the important 
parts where he can’t summarize it? 

Mr. Evins. In view of the time limitation I suggest that the gen- 
leman highlight his statement and hit the high spots and tell us the 

ist of it. 
: The Cuamman. Suppose we start off that way, and if the commit- 
tee wants to ask questions they may do so. 

Mr. Mutter. The complete statement is considered part of the rec- 
ord? 

The Cuarrman. Yes, sir. 

Mr. Mutter. Together with the documents that are attached to it? 

The CHamman. Yes. 

(The statement is as follows :) 


STATEMENT BY Hon. THORSTEN V. KALIJARVI, ASSISTANT SECRETARY OF STATE 
FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


I appear today in response to the chairman’s request for the Department’s views 
concerning two major problems under consideration by the Committee relative to 
the export of iron and steel scrap. Consequently, my statement will cover (1) the 
discussions with foreign governments dealing with the limitations on the scrap 
they plan to take from the United States, and (2) the Department’s policy 
pertaining to the scrap importing arrangements of the European Coal and Steel 
Community and Japan. 


I. DISCUSSIONS WITH MAJOR FOREIGN IMPORTERS OF UNITED STATES SCRAP 


The Department of State is involved in the ferrous scrap export problem 
because of the need to balance conservation of essential supplies of this material 
at home with the essential requirements of friendly countries which represents a 
legitimate foreign policy consideration. The principal importing areas, Japan, 
the European Coal and Steel Community, and the United Kingdom, are heavily 
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dependent on us for the scrap supplies which are essential to the health of their 
economies and to their defense positions. These considerations are important to 
the security interests of the United States. 

Accordingly, the Department has been actively engaged in the consideration of 
the scrap problem since 1955. It has recognized that, in attempting to insure a 
eontinuing flow of minimum essential requirements to the major importers, we 
cannot indefinitely continue to make ever-increasing supplies of scrap available 
to them. We have, on the contrary, emphasized the need for moderation and 
have encouraged the importing areas to achieve a balance in their metallics 
supply which will bring such dependence on us to an end. We have also, through 
our missions abroad, surveyed the scrap reservoirs of other countries on a world- 
wide basis in an effort to ascertain if there are any untapped or insufficiently 
tapped sources of the material the exploitation of which might reduce the 
demand on the United States as a world supplier. These latter efforts have not 
produced any particularly fruitful results. 

However, we are hopeful that the years following 1957 will see a progressive 
lessening of the demand upon us. The European Coal and Steel Community will 
have heavy requirements in 1958 and substantial ones in 1959 but assures us that 
by 1960 its demands on us will be negligible. It advises that at the present time 
it is using only 39 percent of scrap in its melt (as compared with about 50 
percent in the United States and still higher in Japan) but that by 1960 the scrap 
component may be reduced to as low as 21 percent. The community states that 
this reduction will be the result of an investment program by means of which it 
is planned nearly to double blast furnace capacity between 1956 and 1960. 
Moreover, the High Authority of the community has established an incentive 
system entailing payment of a premium to producers for scrap saved through 
increased consumption of pig iron. 

Japan has a steel industry less developed than that of the Coal and Steel 
Community and envisages some continuing dependence on us. However, it plans 
to increase its 417,000-metric-ton 1955 capacity in converter steel (which uses 
very little scrap) to 750,000 tons in 1957 and to a tentative 3,800,000 tons by 1960. 
Pig-iron production, at 5,256,000 metric tons in 1955, is to be raised to 6,560,000 
tons in 1957 and to a tentative 9,163,000 tons in 1960. 

Now, with your permission, I should like to review the steps taken with a view 
to limiting the quantities of scrap shipped abroad. The exportation of scrap 
from the United States in quantity, largely a phenomenon of the recent postwar 
years, attracted attention when in 1954 shipments began to rise sharply. In the 
ease of the European Coal and Steel Community the rise was precipitous and in 
mid-1955 this trend was discussed informally with the High Authority which 
undertook to level off the community takings at the rate of 150,000 metric tons per 
month during the second half of the year. 

At the beginning of 1956 it was determined that shipments to Japan and the 
United Kingdom might also be reaching too high a level and the Departments 
of State and Commerce consulted with the three major importing areas to urge 
voluntary restraint as a means of avoiding the possible necessity of restrictive 
action. We were informed that the Coal and Steel Community, Japan and the 
United Kingdom would require minimums of 1,980,000, 1,320,000 and 550,000 short 
tons, respectively. At this time we did not seek commitments from the importers 
but expressed to them our hope that their imports for the year would not exceed 
these essential quantities. 

When, at the middle of the year, export licensing was running somewhat ahead 
of the indicated requirements, the three major importers were again urged to 
exercise moderation. 

The Coal and Steel Community gave assurance that its 1,980,000-ton limit would 
be respected while the United Kingdom indicated that any taking on its part 
over the 550,000 tons would be negligible. However, Japan expressed the view 
that the figure quoted in its original estimate had been inadequate and that nearly 
2 million short tons (1,800,000 metric tons) would be needed. In response to this 
unexpected development, we noted that an increase of this magnitude might make 
mandatory limitations unavoidable and again urged Japan to hold imports to a 
minimum, 

During the closing months of the year, Japan’s imports continued heavy and 
several times our Embassy in Tokyo made oral representation of the subject. 
The increase in Japanese imports also created an indirect problem in the sense 
that our urging of moderation to the other major importers in the face of this 
increase could be interpreted by them as discriminatory in favor of Japan. How- 
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ever, in enacting the extension of the Export Control Act of 1949, Congress had 
instructed the Department of Commerce-to make a survey of scrap availabilities 


in the United States. Until this survey, under preparation by the Battelle 


Memorial Institute, and its evaluation by the Department of Commerce were 
eompleted we were without concrete information as to whether or not a scrap 
shortage was imminent. However, the problem of excessive exports was raised 
in the Council on Foreign Economic Policy where it was determined not to: apply 
quotas but to seek a solution to the problem. through further discussions with the 
importing areas. 

Toward the end of the year the Coal and Steel Community expressed the hope 
that its imports from us might be increased by about 55,000 short tons per month. 
We asked the community to adhere to its original limitation and it agreed to do 
so for the balance of the year but warned that during 1957 additional quantities 
would be required. However, we indicated our belief that the 1957 level of ship- 
ments should not be permitted to exceed that of 1956. 

At the beginning of February 1957, the Department of Commerce survey was 
published and showed that although there was no shortage or prospect of shortage 
in lighter grades of scrap there was a likelihood of shortages developing in the 
heavy melting grades which ordinarily constitute approximately two-thirds of 
our exports. At the same time a mission representing the Japanese steel indus- 
try arrived in Washington to discuss scrap requirements with the Department 
of Commerce and stated that over 2,700,000 tons would be needed during 1957. 
The Japanese were told that the matter would be studied but it was indicated to 
them that the 1956 level.of shipments should not be exceeded. 

Subsequently, the data presented by the Japanese scrap mission were reviewed 
in the Departments of State and Commerce. Although the United Kingdom and 
the Coal and Steel Community were on notice that moderation was still required, 
further discussions with them were not undertaken at the time. It was felt 
that Japan represented the most pressing problem both because of the increase in 
its imports and of the relative extent of its dependence on us as a source of supply 
which has been brought about by the industry’s rapid postwar growth. 

On concluding review of Japan’s requirements in the light of the Department 
of Commerce survey we decided that in view of the fact that only heavy melting 
material appeared to be in danger of depletion, we should ask Japan to limit its 
imports on heayy melting scrap to the amount shipped in 1956 but that exports of 
lighter grades should be unrestricted. Similar proposals were then made to the 

joal and Steel Community and to the United Kingdom. 

All three importing areas agreed to study these suggestions but Japan and 
the Coal and Steel Community indicated that acceptance of the terms would 
have serious effects on steel production. Subsequently Japan returned with a 
counterproposal involving quantities somewhat greater than last year’s but 
less than those previously requested. It was determined that the Japanese figure 
struck an acceptable balance between that country’s dependence on us in scrap 
and our need to conserve the material. The proposal was accepted by us and the 
Government of Japan states that the Japanese steel industry will be advised not 
to import during 1957 in excess of the agreed figure. Understandings based on 
the same formula have recently been reached with both the Coal and Steel Com- 
munity and United Kingdom. Pursuant to these understandings the three major 
importers will limit their imports of premium material to tonnages about 18 
percent higher than those of last year but no limits will be placed on movement 
of the lighter grades of scrap. 





II, FOREIGN 





SCRAP 





IMPORTING ARRANGEMENTS 


Let us now discuss the second problem, namely, the foreign business arrange- 
ments for the importation of United States generated scrap. It is my under- 
standing that lengthy testimony has been presented to the committee setting 
forth in detail the manner in which scrap importing arrangements in the European 
Coal and Steel Community and Japan allegedly have interfered with the exports 
of certain United States scrap firms. Several witnesses have referred to “pro- 
tests” or representations by the Department of State in this connection. The 
committee has indicated that it would appreciate the Department’s comments con- 
cerning these representations and our present policy with respect to this problem. 
First, it should be pointed out that the actions which the Department has taken 
are in conformity with and in furtherance of the basic United States foreign 
economic policy calling for the encouragement of free competitive enterprise in 
the free world nations and for the elimination of restrictive business practices in 
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international trade. Under this policy the United States seeks to encourage 
competitive enterprise and to eliminate restrictive practices as a means of con- 
tributing to the economic strength of the free world. Free economic institutions 
offer greater promise of more favorable conditions than economies burdened by 
monopolies, restrictive business practices, and excessive government regulation. 
In response to the request of the chairman, we have prepared for the information 
of this committee a more detailed presentation of our foreign economic policy in 
this field. It is attached to the copies of my statement (attachment A). 
European Coal and Steel Community 

Before discussing the Department’s policy toward the scrap importing arrange- 
ments of the European Coal and Steel Community (sometimes referred to as 
the CSC), it may be helpful for the committee to have some background in- 
formation about the community and about these arrangements. 

Since 1948, the United States has supported projects designed to further the 
economic integration of Western Europe. One of the more important is the six- 
nation Coal and Steel Community which came into existence in July 1952 
after the basic. treaty had been ratified by the national parliaments of France, 
the Federal Republic of Germany, Italy, Belgium, Luxembourg, and the Nether- 
lands. Less than a year later the common markets for coal, iron ore, scrap, and 
steel had been established. With the creation of these common markets, national 
barriers to trade, such as tariffs, quantitative restrictions, and discriminatory 
pricing, were abolished within the community. The object of these unprecedented 
steps was to bring the coal and steel industries of the six CSC countries into 
competition with one another in one vast common market comprising 150 million 
consumers. 

The CSC Treaty also envisaged the elimination of private agreements restrict- 
ing the production and marketing of these commodities. Articles 65 and 66 of 
the treaty, directed against cartels and monopolies, were accurately characterized 
as “Kurope’s first major antitrust law.” These provisions were completely un- 
precedented outside of the United States. 

In any consideration of the Coal and Steel Community it is important to note 
that the six member states have relinquished to the Community by treaty most 
of their powers over their coal and steel industries. The principal organ of the 
community is the executive body known as the High Authority. This body has 
the majority responsibility for administering the CSC Treaty, subject to cer- 
tain checks and balances by the other Community institutions such as the Common 
Assembly and the Court of Justice. 

As regards CSC scrap importing arrangements, the private scrap organization 
in Brussels known as the OCCF (Office Commun des Consommateurs de Fer- 
raille), or the Joint Office of Scrap Consumers, was set up in the spring of 1953. 
This organization is responsible for CSC scrap imports and was established to 
cope with special problems arising out of shortages of scrap in the community. 
Payments are made from a common fund to purchasers of scrap imported 
through the OCCF to equalize the higher delivered cost of imported scrap 
with that of domestic scrap. The creation of the OCCF was authorized by the 
High Authority under article 65 of the CSC Treaty. Article 65 prohibits all 
restrictive agreements which would tend in any manner to impede the normal 
operation of competition within the common market. However, agreements for 
specialization of production or joint selling or buying may be authorized by 
the High Authority under certain specified conditions. 

Early in 1955 we became aware of the fact that the OCCF had conciuded an 
exclusive contract with a group of three United States scrap dealers headed by 
Luria Bros., Inc. In March of that year the acting United States representative 
to the CSC informed the High Authority that the United States questioned the 
compatibility of this exclusive arrangement with the CSC objectives of establish- 
ing and maintaining competitive conditions in the Community. This action was 
stimulated in part by protests from other United States scrap dealers who were 
precluded by the arrangements from exporting to the community. Later, on 
May 4, 1955, the acting United States representatives submitted to the High 
Authority a letter recapitulating the views of the United States Government on 
this exclusive arrangement. Since the committee has expressed a specific in- 
terest in the nature of the Department’s approach to the High Authority on this 
problem, I shall be glad to submit the text of this letter for insertion in the rec- 
ord if the committee so desires. 

The exclusive purchasing arrangement with the Luria group was terminated 
bv the High Authority effective December 1, 1955. A public announcement of this 
decision was made in November of that year in the form of a press release issued 
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by the High Authority. It was announced that in the future the OCCF “would 
not enter into any commitments involving exclusive purchasing arrangements or 
bearing on a fixed percentage of community requirements” as regards scrap 
imports from the United States. Further, the release stated that the OCCF “will 
in the future examine proposals submitted by third country suppliers on the 
basis of normal commercial criteria, such as price, quality, delivery possibilities, 
etc.” I should like to submit the text of this press release for insertion in 
the record. 

Although exclusive purchasing in the United States has been terminated, cen- 
tralized purchasing by the OCCF has been continued. Beginning about July 
1956 and continuing down to the present, various United States scrap exporters 
have complained to the Department and our CSC mission in Luxembourg about 
OCCF purchasing methods. These complaints have been presented in detail 
to the committee. One point should be emphasized with respect to these charges 
by United States scrap exporters. Neither the Department nor our CSC mis- 
sion has been in a position to evaluate them. The mission has been instructed 
to present the nature of these complaints to the High Authority or to members 
of the High Authority staff and to discuss with them the practices being pursued 
by the OCCF, and their conformity with the criteria stated in the High Au- 
thority press release. 

Until recently responses which we received from the High Authority with 
respect to the specific complaints concerning the purchasing methods of the 
OCCF indicated that the High Authority was inclined to leave such matters 
to the OCCF which they considered in the nature of day-to-day commercial 
transactions. The Department still wished to bring about an improvement in 
the situation and to this end instructed our CSC mission to continue its dis- 
eussions of the matter with the High Authority. On June 18 the High Au- 
thority delivered to our mission in Luxembourg an aide-memoire on the Com- 
munity’s scrap import purchasing arrangements and the High Authority’s policy 
concerning these arrangements. Copies of this aide-memoire are attached to my 
statement (attachment B). The essence of this statement is as follows: “* * * 
the High Authority has decided that steps should be taken to avoid any possi- 
bility of misunderstanding, either in the United States or the Community, of 
the policies of the High Authority or of its determination to enforce those 
policies. It has, therefore * * * undertaken to formulate detailed criteria 
and procedures to be followed by the OCCF in purchasing scrap in the United 
States. These criteria and procedures will be designed to eliminate any dis- 
criminatory or restrictive practices or any other practices in any other way 
contrary to the purposes of the community.” 

We feel that this is a significant step by the High Authority and we are 
hopeful that it will produce a substantial improvement in the situation. 


Japan 


Now let us consider the situation with respect to importation of scrap by 
Japan. As in the case with the Coal and Steel Community, Japan purchases 
virtually all of its imported scrap through a central buying organization known 
as the scrap coordinating committee. This committee, which is composed 
of representatives of the leading Japanese steel mills, is a private group op- 
erating in close liaison with the Ministry of International Trade and Industry. 

The first complaint relating to Japanese scrap importing arrangements was 
made to the Department in August 1956. It was charged that the Scrap Co- 
ordinating Committee was about to conclude an exclusive contract with one 
United States firm. The Embassy in Tokyo looked into this matter and de- 
termined that the Committee had given the United States firm, Luria, a fourth- 
quarter contract for 335,000 tons. Although this was not an exclusive contract 
in form, it had the effect of virtually cutting off scrap exports to Japan during 
that quarter by all other United States suppliers. The Department subsequently 
received complaints from other suppliers which were sent to the Embassy for 
discussion with appropriate Japanese oflicials. 

When the scrap coordinating committee began negotiating contracts for 
1957, the Department learned that the Committee had decided to apportion their 
requirements among four United States dealers. The Embassy was again in- 
structed to intercede but, although the.number of dealers was raised to six, this 
intercession was unsuccessful in obtaining a restoration of competitive con- 
ditions. 

Throughout our dealings with both the Japanese Government and the Coal 
and Steel Community on this problem, we have consistently maintained the 
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position that all United States suppliers should have an equal opportunity to 
compete for the business. Of course, if one firm obtained a majority or all of 
the business, there could be no objection provided free and open competition 
had prevailed. It should also be emphasized that we have not, and cannot, 
intercede in the interest of any one supplier or group of suppliers. The basic 
principle which we have been attempting to establish is a nondiscriminatory 
purchasing policy. 

In conclusion, Mr. Chairman, permit me to point out that with respect to 
discussions with foreign governments on scrap imports from the United States 
we have sought to reach a balance which will preserve and promote the na- 
tional interests of the United States. We have tried to give adequate con- 
sideration to our domestic industry and to meet, as far as possible, the require- 
ments of friendly importing nations. As to the scrap importing arrangements 
in foreign countries, we have followed a policy designed to give all United States 
firms an equal opportunity to compete for foreign scrap business. This is in 
accordance with our foreign economic policy of encouraging free competitive 
enterprise abroad. 

[Attachment A] 


United States foreign economic policy with respect to restrictive business 
practices 
This memorandum sets forth the recent historical development of United 
States foreign economic policy with respect to the encouragement of free com- 
petitive enterprise abroad and the elimination of restrictive business practices, 
the means by which this policy is carried out, and the progress which has so far 
been made. 


General historical development 





The United States has long recognized the adverse effects of restrictive prac- 
tices in international trade its own econoniy Our own antitrust laws, for 
example, have always appiied to restrictions on our foreign as well as ¢do- 
mestic commerce. In addition, the effects of foreign cartel activity have been 
repeatedly felt both by A rican | iness and the United States Government. 
Foreign cartels hay gy AD : ruts from investment and 
trade opportunities abrend ; ! ! aut t ment of, or high prices to, 
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pulsory cartelization statutes nt itioual field likewise little attention 
was given to the strangling effects on international trade of private restrictive 
agreements 

In deciding what course to pursu n its postwar foreign economic policy, the 
United States was thus faced with the jn ilence abroad of a restrictive philos- 


1 


ophy extending throughout governmental planning and approaches on the 
national and international levels and with regard to both governmental and 
business activities. It became clear that this trend must be reversed if the 
nations which had been devastated by the war were to revive. It was natural 
that at first primary emphasis should be directed to international trade to 
develop the basis for an expanding international economy. In the cartel field, 
various proposals for multilateral cooperation on international cartel practices 
were advanced. However, none has yet proven practicable for generalized 
adoption. 

As a specialized aspect of this policy of expanding international trade, the 
United States became particularly interested in promoting trade liberalization 
within Europe as a major force in European economic cooperation. The adverse 
effects of restrictive practices on this program were recognized in Europe as 
well as in the United States. The Organization for European Economic Coop- 
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eration declared in 1950 that private restraints in Europe “may well restrict 
competition more than foreign trade controls and tariffs alone * * * The risk 
is that, as official restrictions were removed, these restrictive practices created 

within the business world itself may tend to expand in their stead.” 

Our concern with this problem led to the inclusion in the bilateral ECA Agree- 
ments with the European governments of a commitment to take appropriate 
action with respect to restrictive practices international in scope which were 
found to interfere with the recovery effort. 

The problem of restrictive practices in the European recovery program was, 
however, not limited purely to the question of international trade. It was soon 
recognized that such practices on a national level were a major impediment to 
the expansion of European production and the achievement of higher living 
standards, both vitally necessary to economic recovery and popular resistance 
to the lure of communism. Arrangements of a restrictive nature among business 
enterprises have been widely prevalent in many countries, particularly in 
Western Europe. These cartel activities, typically carried out through domestic 
trade associations, have as one of their principal purposes the fixing of prices 
throughout entire industries. Many also establish production quotas, receive and 
allocate orders among enterprises, set up exclusive areas of sale, and control 
the entry of new firms. By removing much of the incentive for more efficient 
methods of production, they have been a significant factor in Western Europe's 
lag in productivity behind both the United States and the U. S.S. R. They have 
tended to inhibit Europe’s ability to compete in world markets and thus have 
contributed to balance of payments problems. They have held down new invest- 
ment and therefore basic economic expansion. In connection with the mutual 
defense effort, it became apparent that a substantially added cost could result 
from the operation of cartel arrangements. 

The Congress gave recognition to the importance of this problem in 1951 by 
the adoption of an amendment to the Mutual Security Act explicitly stating 
a policy of encouraging free enterprise and competitive activity in countries 
receiving United States aid. This policy has been reaffirmed in subsequent 
amendments of the act. In its present form, known as the Thye amendment, the 
amendment reads as follows: . 

“The Congress recognizes the vital role of free enterprise in achieving rising 
levels of production and standards of living essential to the economic progress 
and defensive strength of the free world. Accordingly, it is declared to be the 
policy of the United States to encourage the efforts of other free nations to 
increase the flow of international trade, to foster private initiative and competi- 
tion, to discourage monopolistic practices, to improve the technical efficiency 
of their industry, agriculture and commerce, and to strengthen free labor unions; 
and to encourage the contribution of United States enterprise toward the eco- 
nomic strength of other free nations, through private trade and investment 
abroad, private participation in the programs carried out under this Act (includ- 
ing the use of private trade channels to the maximum extent practicable in 
carrying out such programs), and exchange of ideas and technical information 
on the matters covered by this section.” 

President Eisenhower also gave attention to the subject when he stated in his 
1955 Economic Report to the Congress: 

“Tt is to the advantage of each nation to attend to the barriers that have 
caused international trade and investment to lag behind the growth in production 
and incomes. Our own interest clearly calls for a policy that will in time extend 
into the international field those principles of competitive enterprise which 
have brought our people great prosperity with freedom.” 

Considerable interest in and concern over this problem has also been expressed 
by United States business representatives. For example, Mr. Ernest Breech 
of the Ford Motor Co. aptly described the situation as follows: 

“Some Europeans are still skeptical of many United States industrial policies 
that have led to greater productivity and higher living standards in this country. 
They have an ingrained fear of competition and prefer to divide the existing 
market through cartels and other voluntary agreements, rather than through 
free competition for ever-expanding markets. 

“These and other similar attitudes are a challenge to the American business- 
man. They are, in a sense, psychological roadblocks to the maximum expansion 
of free world economies. Anything we can do to persuade them to change will, 
in my opinion, be a major contribution to free-world strength.” 
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Implementation of policy 


The measures which can be taken to implement our policy of discouraging 
restrictive business arrangements and encouraging competitive enterprise are 
subject to two important limitations. First, rapid and dramatic results cannot 
be expected in this field, because we are dealing with methods of doing business 
and a whole pattern of thinking that has become engrained over scores of years. 
The process of change can therefore only be gradual. Second, we cannot inter- 
fere in the internal affairs of other sovereign nations, and it would certainly 
defeat our aims todo so. We can only encourage and assist where this is desired. 

With these caveats in mind, the United States has been able to pursue the 
following activities : 

(1) One of the basic requisites of progress in this field is the adoption of 
effective anticartel legislation in other countries. Accordingly, emphasis has 
been placed on this objective. Foreign governments have been assisted in a 
variety of ways in the preparation or administration of anticartel legislation 
by enabling them to draw on United States antitrust experience where it can 
appropriately be applied to their own problems and needs. Of particular im- 
portance have been a number of missions from foreign governments brought to 
the United States to study in detail our antitrust laws and related statutes and 
their administration. These have included teams from the United Kingdom, 
France, the Federal Republic of Germany, and Belgium. 

(2) Related to this but somewhat broader in scope, this Government has 
placed considerable emphasis in the programs for increased productivity on the 
necessity of encouraging competitive activity. These programs have been 
centered on the training of employees and management in more efficient technical 
and business methods. It became apparent that the benefits of this technical 
training could not be maximized unless accompanied by increased competition. 
Accordingly, the productivity programs were planned with this factor in mind, 
and many foreign officials and businessmen have been brought to this country 
to observe the operation of our competitive system at first hand. The constitu- 
tion of the European Productivity Agency, established several years ago to 
coordinate European national efforts in this field, reflects this emphasis. The 
EPA now has a continuing long-range program on the subject, adopted under 
United States stimulus, which includes regular meetings of European government 
specialists on restrictive business practices, the preparation of basic studies, 
and the exchange of ideas and experiences with American specialists. The 
cross-fertilization of ideas and experience thus taking place among government 
officials in Western Europe in a position to guide the policies of their govern- 
ments on this subject is proving highly productive. 

(3) The United States has adopted the policy of making Export-Import Bank 
and other public loans in a manner to avoid strengthening international cartel 
arrangements or contributing to monopoly situations. 

(4) In the program for offshore procurement of defense materials, United 
States procurement officers have been instructed to use channels of procurement 
which would reduce risk of prices being inflated, deliveries hampered, or produc- 
tion impeded by restrictive business practices. Competitive bidding is em- 
ployed where circumstances permit. In one case alone, the refusal to accept 
a collusively fixed price resulted in a saving of $4 million for the United States. 
In addition, our NATO allies have agreed to employ international competitive 
bidding on most projects being jointly financed by the members of NATO. 

(5) We have included in our recent bilateral treaties of friendship, commerce, 
and navigation a provision under which the two governments agree to consult 
with regard to restrictive business practices harmful to trade between them and 
to take such action as may be deemed appropriate. There are currently treaties 
in force containing this provision with the Federal Republic of Germany, Greece, 
Ireland, Israel, Italy, and Japan. Five others have been negotiated. 

(6) The Government has, wherever possible, assisted American business con- 
cerns to overcome foreign cartel restraints on their activities. In such cases 
this assistance has taken the form of diplomatic representations, in others more 
informal action; in either case it is designed to remove discriminations by pri- 
vate cartels and business associations. Such discriminations may involve, for 
example, denying an American firm the right to invest or do business in a for- 
eign country, cutting off its supply of raw materials, or attempting to force it 
into arrangements for price fixing or divisions of markets. In a few cases more 
direct assistance has proven practical. For example, an American firm was en- 
couraged to develop a source of industrial diamonds free of control of the dia- 
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mond cartel and was given financial assistance under the program for acquisition 
of strategic materials. 


Progress to date 

As noted above, before the war governments often supported and encouraged 
cartels, and little action was taken against them. Now there is a significant 
body of foreign legislation pointing in the direction of free, competitive enter- 
prise and a considerably wider body of vocal public opinion is in support of this 
course. These changes are truly significant when viewed in the light of the fact 
that progress in this field must of necessity consist of gradual change. 

There is no concrete way of assessing the degree to which United States policy 
and programs have influenced these developments. It is safe to say, however, 
that these activities plus the example of our own vigorous antitrust policy have 
been significant factors. 

Laws to regulate restrictive practices of varying effectiveness are now in force 
in a growing number of foreign countries. In Western Europe alone, Austria, 
France, the Netherlands, the Scandinavian countries, and the United Kingdom 
have already adopted laws. The present United Kingdom statute, adopted this 
past year, promises to be one of the most effective yet enacted. The Federal Re- 
public of Germany is actively working on an anticartel law of its own to replace 
the Allied occupation statutes in this field. 

The movement toward Western European integration has likewise produced 
significant developments in the anticartel field. In marked contrast to the opera- 
tions of the prewar international steel cartel, the treaty establishing the Euro- 
pean Coal and Steel Community contains strong provisions forbidding private 
arrangements in restraint of competition in the Community and controlling the 
degree of economic concentration in the Community coal and steel industry. The 
recently negotiated Treaty for a European Common Market, which when ratified 
will embrace the same six countries as the Coal and Steel Community, contains 
provisions to prohibit restrictive agreements among the member countries. 
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TEXT OF HIGH AUTHORITY LIDE-MEMOIRE ON SCRAP IMPORT PURCHASING 
ARRANGEMENTS 


JUNE 18, 1957. 

“Arrangements made by enterprises of the European Coal and Steel Commu- 
nity for the purchase of ferrous scrap in the United States. 

“The High Authority of the European Coal and Steel Community desires to 
submit this aide-memoire in response to the request of the United States mission 
to the High Authority for information with respect to the practices relating to 
ferrous scrap purchases on behalf of enterprises of the community and the 
policy of the High Authority in this regard. 

“The community is an institution with sovereign powers, delegated to it by 
the six countries that established it by treaty, and separate from the coal and 
steel enterprises subject to its jurisdiction. The High Authority, as the execu- 
tive branch of the Coal and Steel Community, has the responsibility for seeing 
that the common market for coal, steel, and iron, created under the treaty, 
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operates free of restrictions and discriminations and that competitive condi- 
tions are maintained within the community. 

“In carrying out this responsibility, the High Authority has taken note of the 
special situation created by the shortage of ferrous scrap. Prior to the establish- 
ment of the common market, each of the member countries of the community 
maintained quota or other restrictions to deal with the problems created by this 
shortage. With the establishment of the common market those restrictions were 
abolished. In order to prevent economic dislocations the High Authority ap- 
proved a system whereby the additional cost of scrap imported from nonmember 
countries is apportioned equitably among all users of scrap within the commu- 
nity. It is contemplated that this system will be needed so long as the acute 
scrap shortage continues. 

“So as to provide the machinery through which this system could be operated, 
the High Authority in 1953 authorized the enterprises of the community that use 
scrap to create an independent association. This association, known as the 
OCCF, acts as a common clearinghouse for the purchases of scrap from sources 
outside of the community and serves as a mechanism for apportioning the addi- 
tional cost of imported scrap among its member enterprises. 

“The OCCF maintains an office in Brussels. It does not itself purchase scrap 
but locates potential sources and negotiates purchase agreements on behalf of 
member enterprises. In this way the OCCF assures that the claims made for 
compensation under the apportionment arrangements are not excessive. 

“In addition to this function in relation to the apportionment arrangements, 
the OCCF has since its establishment served as a mechanism through which the 
High Authority has been able to limit scrap import from the United States, in 
compliance with voluntary limitations imposed by the High Authority after dis- 
cussion with the United States Government. 

“In authorizing the creation of OCCF the High Authority made the findings 
required by the provisions of article 65 of the Treaty establishing the Coal and 
Steel Community. It found that the operations of the OCCF would contribute 
to a substantial improvement in the distribution of scrap: that the association 
was essential to achieve those results and was not more restrictive than neces- 
sary and that the OCCF was not capable of giving the member enterprises the 
power to determine prices, or to control or limit the introduction or selling of 
a substantial part of scrap within the community market, or of protecting those 
enterprises from effective competition by other enterprises within the Commu- 
nity market. 

“Under the provisions of article 65, the High Authority must revoke or modify 
its authorization of the agreement creating the OCCF if it should find that as a 
result of a change in circumstances the OCCF no longer fulfills the conditions 
found at the time of its establishment or that the actual results of its operations 
are contrary to those conditions. 

“By a letter of May 4, 1955, Mr. Robert Eisenberg, the then acting United 
States representative to the High Authority, called the attention of the High 
Authority to the fact that certain exclusive scrap purchasing arrangements, 
which existed between the OCCF and a group of American scrap dealers, might 
not be compatible with the objectives of establishing and maintaining competi- 
tive conditions in the European coal and steel industry. 

“Upon the receipt of this letter, the then president of the High Authority, 
M. Jean Monnet, communicated with Mr. F. A. Goergen, the then president of 
the OCCF, in order to ascertain the facts and to take steps to correct any prac- 
tice that might be contrary to the community’s purposes. After conversations 
between officials of the High Authority and of the OCCF, the OCCF terminated 
all exclusive agreements then in effect for the purchase of scrap in the United 
States. Following this action, on November 10, 1955, the High Authority issued 
a press communique in which it announced: 

“Tn accordance with the position previously taken by the High Authority, it 
has been agreed that in the future the OCCF in importing from the United 
States will not enter into agreements containing exclusive provisions, nor relat- 
ing to a fixed percentage of the community’s needs. 

“ ‘Consequently, the OCCF in the future will examine the offers of suppliers in 
third countries in accordance with customary commercial criteria, such as 
prices, quality, delivery terms, etc.’ 

“During the year 1956, following the termination of its exclusive purchase 
arrangements, the OCCF purchased scrap in the United States through about 
a dozen scrap dealers. 
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“In spite of the elimination of these exclusive arrangements, it has now come 
to the attention of the High Authority that, in testimony before the Small 
Business Committee of the United States House of Representatives, certain 
United States scrap dealers have charged that the buying practices of the 
OCCF continue to discriminate against them in favor of the group of American 
scrap dealers with whom the OCCF previously had exclusive arrangements. 
The High Authority is undertaking a thorough investigation to ascertain the 
facts as to the validity of these charges. Whether or not these charges prove 
to be well founded, however, the High Authority has decided that steps should 
be taken to avoid any possibility of misunderstanding, either in the United 
States or the community, of the policies of the High Authority or of its deter- 
mination to enforce those policies. It has, therefore, also undertaken to formu- 
late detailed criteria and procedures to be followed by the OCCF in purchasing 
scrap in the United States. These criteria and procedures will be designed to 
eliminate any discriminatory or restrictive practices or any practices in any 
other way contrary to the purposes of the community. 

“It is contemplated that the formulation of these criteria and procedures, 
together with control arrangements necessary to assure that they will be fol- 
lowed, will be completed and adopted after consideration at the next meeting 
of the OCCF. When adopted, these arrangements will be made available to the 
State Department and enforced by the High Authority.” 

Mr. Hitx. Let me ask a question here. Is this the State Depart- 
ment position 4 

The Cuarrman. It is an official publication. 

Mr. Hit. In other words, it is not only the statement of the State 
Department, but the administration approves this. 

Mr. Kaunisarvi. The State Department wouldn’t speak unless they 
had the approval of the administration. 

Mr. Hiiu. There is no use of my arguing on this. 

The Crairman. Suppose you summarize it then, Mr. Secretary. 

Mr. Kauisarvi. My statement is divided into two parts. The first 
part deals with the efforts made to limit the take of ferrous scrap 
from the United States by Japan, the European Coal and Steel Com- 
munity, and the United Kingdom. In that connection, I trace in this 
statement the steps that have been taken in this connection showing 
that up to 1956 we had made efforts to call this problem to the attention 
of the three importing groups. It is also pointed out that this is a 
relatively new aspect in our economic relations, because taking ferrous 
scrap from the United States in this fashion has just developed 
recently. As a consequence, since 1956 we have been in close rela- 
tionship with these three importing groups, and finally reached an 
arrangement whereby they have agreed to limit their take from the 
United States of ferrous scrap for the coming year. 

I think perhaps one other point ought to be made here in con- 
nection with this. 

The Cuarrman. Before you finish, please read Ambassador Butter- 
worth’s cable. I think that is important. 

Mr. Karisarvi. All right, sir. You will find that attached as page 
15 to my statement. 

The CHatrMan. Yes, sir. 

Mr. Kauisarvi. And it reads as follows: 


The High Authority of the European Coal and Steel Community desires to 
submit this aide memoire— 


Mr. Mutter. May I interrupt you? Who is the High Authority ? 
Mr. Karisarvi. The High Authority is the executive body of the 
Coal and Steel Community that directs its affairs. 
Mr. Murer. Is it an individual or group of individuals? 
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Mr. Kaxisarvi. It is composed of 9 members drawn from the 6 
countries that participate in the Coal and Steel Community. 

Mr. Yates. How does this relate to OCCF ? ae ; 

Mr. Karisarvi. The OCCF is a private organization operating 
under authorization of the High Authority. If the OCCF does not 
operate in conformity with the treaty, the High Authority has the 
power to withdraw this authorization. . 

Mr. Evrns. In other words, this statement is a statement of policy ? 

Mr. Kauisarvi. Yes. 

Mr. Hitz. What are the countries, again ? 

Mr. Kautsarvi. Germany, France, Italy, and the Benelux coun- 
tries—Belgium, Luxembourg, and the Netherlands. 

Mr. Hiri. Where does Japan come in? 

Mr. Katisarvi. Japan is a separate problem by itself. We have 
three takers of scrap from the United States. One is the Coal and 
Steel Community, that operates as a unit; the second is Japan; and 
the third is the United Kingdom. 

Mr. Hix. This only affects 

Mr. Karisarvi. This applies to the European group. 

Mr. Hitt. What are you doing on those other things ? 

Mr. Kauisarvi. There is no problem with the United Kingdom, 
and with Japan we have done our best to secure the broadening 
participation of American firms in that market somewhat, but not in 
eliminating completely the restrictive pattern. The aide memoire 
submitted by the High Authority concerning their scrap-importing 
arrangements reads as follows: 





The High Authority of the European Coal and Steel Community desires to 
submit this aide memoire in response to the request of the United States 
mission to the High Authority for information with respect to the practices 
relating to ferrous-scrap purchases on behalf of enterprises of the Community 
and the policy of the High Authority in this regard. 

The community is an institution with sovereign powers, delegated to it by the 
six countries that established it by treaty. and separate from the coal and steel 
enterprises subject to its jurisdiction. The High Authority, as the executive 
branch of the Coal and Steel Community, has the responsibility for seeing that 
the common market for coal, steel, and iron, created under the treaty, operates 
free of restrictions and discriminations, and that competitive conditions are 
maintained within the community. 

In carrying out this responsibility, the High Authority has taken note of the 
special situation created by the shortage of ferrous scrap. Prior to the estab- 
lishment of the common market, each of the member countries of the community 
maintained quota or other restrictions to deal with the problems created by this 
shortage. With the establishment of the common market, those restrictions 
were abolished. In order to prevent economic dislocations, the High Authority 
approved a system whereby the additional cost of scrap imported from non- 
member countries is apportioned equitably among all users of scrap within the 
community. It is contemplated that this system will be needed so long as the 
acute scrap shortage continues. 

So as to provide the machinery through which this system could be operated, 
the High Authority in 1953 authorized the enterprises of the community 
that use scrap to create an independent association. This association, known 
as the OCCF, acts as a common clearinghouse for the purchases of scrap from 
sources outside of the community, and serves as a mechanism for apportioning 
the additional cost of imported scrap among its member enterprises. 

The OCCF maintains an office in Brussels. It does not itself purchase scrap 
but locates potential sources and negotiates purchase agreemen‘s on behalf of 
member enterprises. In this way the OCCF assures that the claims made for 
compensation under the apportionment arrangements are not excessive. 

In addition to this function in relation to the apportionment arrangements, 
the OCCF has since its establishment served as a mechanism through which the 
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High Authority has been able to limit scrap import from the United States, in 
compliance with voluntary limitations imposed by the High Authority after 
discussion with the United States Government. 

In authorizing the creation of OCCF the High Authority made the findings 
required by the provisions of article 65 of the treaty establishing the Coal and 
Steel Community. It found that the operations of the OCCF would contribute 
to a substantial improvement in the distribution of scrap; that the association 
was essential to achieve those results and was not more restrictive than necessary 
and that the OCCF was not capable of giving the member enterprises the power to 
determine prices, or to control or limit the introduction or selling of a sub- 
stantial part of scrap within the Community market, or of protecting those 
enterprises from effective competition by other enterprises within the com- 
munity market. 

Under the provisions of article 65, the high authority must revoke or modify 
its authorization of the agreement creating the OCCF if it should find that as 
a result of a change in circumstances the OCCF no longer fulfills the conditions 
found at the time of its establishment or that the actual results of its operations 
are contrary to those conditions. 

By a letter of May 4, 1955, Mr. Robert Eisenberg, the then acting United 
States representative to the high authority, called the attention of the high 
authority to the fact that certain exclusive scrap-purchasing arrangements, which 
existed between the OCCF and a group of American scrap dealers, might not be 
compatible with the objectives of establishing and maintaining competitive con- 
ditions in the European coal and steel industry. 

Upon the receipt of this letter, the then president of the high authority, M. 
Jean Monnet, communicated with Mr. F. A. Goergen, the then president of the 
OCCF, in order to ascertain the facts and to take steps to correct any practice 
that might be contrary to the community’s purposes. After conversations be- 
tween officials of the high authority and of the OCCF, the OCCF terminated all 
exclusive agreements then in effect for the purchase of scrap in the United 
States. Following this action on November 10, 1955, the high authority issued 
a press communique in which it announced: 

“In accordance with the position previously taken by the high authority, it 
has been agreed that in the future the OCCF in importing from the United 
States will not enter into agreements containing exclusive provisions, nor relat- 
ing to a fixed percentage of the community’s needs. 

“Consequently, the OCCF in the future will examine the offers of suppliers in 
third countries in accordance with customary commercial criteria, such as prices, 
quality, delivery terms, etc.” 

During the year 1956 following the termination of its exclusive purchase 
arrangements, the OCCF purchased scrap in the United States through about a 
dozen scrap dealers. 

In spite of the elimination of these exclusive arrangements it has now come 
to the attention of the high authority that, in testimony before the Small Busi- 
ness Committee of the United States House of Representatives, certain United 
States scrap dealers have charged that the buying practices of the OCCF con- 
tinue to discriminate against them in favor of the group of American scrap 
dealers with whom the OCCF previously had exclusive arrangements. The high 
authority is undertaking a thorough investigation to ascertain the facts as to 
the validity of these charges. Whether or not these charges prove to be well 
founded, however, the high authority has decided that steps should be taken to 
avoid any possibility of misunderstanding, either in the United States or the 
community, of the policies of the high authority or if its determination to enforce 
those policies. It has, therefore, also undertaken to formulate detailed criteria 
and procedures to be followed by the OCCF in purchasing scrap in the United 
States. These criteria and procedures will be designed to eliminate any dis- 
criminatory or restrictive practices or any practices in any other way contrary 
to the purposes of the community. 

It is contemplated that the formulation of these criteria and procedures, 
together with control arrangements necessary to assure that they will be 
followed, will be completed and adopted after consideration at the next meet- 
ing of the OCCF. When adopted these arrangements will be made available 
to the State Department and enforced by the High Authority. 


The Cuamman. Now, that is well for the European Community, 
but Mr. Hill asked you a very important question about Japan. 
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Mr. Hixu. He discusses Japan in the first 3 or 4 pages, am I correct ? 

Mr. Kauisarvi. That is correct. 

Mr. Hix. Let me ask this question. This should be put in the 
Congressional Record. With the chairman’s consent, I will be happy 
to include it today, the whole business. 

The Cuamman. That will be fine, and each Member can give out 
his own statement about what he thinks about it. Is that all right? 

Mr. Yates. I am sorry. I didn’t hear what was agreed to. 

Mr. Huu. I said I would like to put it in the Congressional Record 
today so that every Member of the House can have an opportunity 
to study it. 

The Cuarrman. I think it is fine. 

Mr. Hix. I think we should go one step further. I hope your news 
release will be approved by the Assistant Secretary. 

The CuarrMan. We have to leave now for the floor. If we desire 
to work out another arrangement with you, you will cooperate with us? 

Mr. Katisarvi. Yes. 

The CuHatrMan. The committee stands in recess to meet at the call 
of the chair. 

(Whereupon, at 11:10 a. m., the committee recessed to meet at 
the call of the chair.) 














APPENDIX 





DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN COMMERCE, 
Washington, D.C., July 3, 1957. 
Subject: Iron and steel scrap exports. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

DeAR Mr. CHAIRMAN: You will recall that during the recent appearance of 
departmental witnesses at the hearings of your committee in regard to exports 
of ferrous scrap, some questions were raised as to the available records with 
respect to licenses issued and actual exports, which may not have been fully 
answered. Therefore, I am taking this occasion to advise you further in this 
regard. 

1. We maintain complete and current records of our export-licensing actions. 
These records include information as to the names of all licensees, the names and 
locations of their customer-consignees, and the date and amounts licensed to 
each. 

2. Licensees are permitted to make partial shipments under a license and from 
any United States port of exit. While periodic checks are made to assure that 
shipments under a license do not exceed the amount licensed, we do not receive 
current information or maintain separate records as to the status of shipments 
under all or any particular outstanding licenses. 

3. We receive from the Census Bureau statistics as to actual exports, by com- 
modity, and country of destination, compiled from the shipper’s export declara- 
tion required to be filed with customs at the time of export. And, in the case 
of ferrous scrap and certain other commodities, in order to obtain such infor- 
mation on a more current basis, exporters have been required to file an extra 
copy of such declaration for forwarding directly to us. 

4. While it would have been possible to correlate from these export documents 
actual shipments against specific licenses, no such correlation was actually made, 
since our only concern for export-control puposes was with the total amount 
and trend of exports in terms of tonnages and destinations. 

5. I should also point out that our licensing records are retired from the 
active files after 18 months. Accordingly, in order to compile the information 
which we are submitting today in a separate letter in response to the committee’s 
request, it was necessary to withdraw the original license documents from 
the retired files in Alexandria and Annandale, Va., and a warehouse in South- 
west Washington. And about 9 man-days were actually required in this 
operation, which explains our delay in meeting the committee’s request. 

We appreciate the committee’s cooperation under these circumstances in not 
requiring the submission of additional information of this nature. 

Sincerely yours, 
JOHN C. BorTON, 
Director, Office of Raport Supply. 





THE GENERAL COUNSEL OF COMMERCE, 
Washington, D. C., September 27, 1957. 
Hon. WriGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 
Dear Mr. PATMAN: In further response to your letter of August 30, 1957, in 
which you requested written statements covering several points with reference 
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to export policy regarding ferrous scrap, I will set forth in the succeeding para- 
graphs, numbered to correspond with your letter, the information which you 
have requested insofar as we are able to furnish it. 

1. The only change in export-control procedures or methods since June is the 
deletion of the availability certification requirement effective October 1, 1957. 
This change was made because applicants regularly certify and demonstrably 
get material on time, since extension requests based on nonavailability of mate- 
rial never are made. A marked copy of the September 19 announcement of this 
change is enclosed. 

This requirement, which was satisfied by a prescribed formula typed on the 
license application, was put into effect on November 30, 1954, because it was 
feared that some foreign consumers might place a multiplicity of orders and 
then call forward only a small part of the tonnage licensed. Problems of this 
type no longer appear to be present. 

2. The following figures will give a statement as of the close of business Sep- 
tember 24, 1957, concerning the voluntary quotas for the year 1957. 


Voluntary limitation program to selected destinations 

















fe European 
Japan Coal and Steel United Kingdom 
| Community 
he-wssmginnoasals os oe ne 
No, 2 | No. 2 No. 2 
No. 1! heavy | No.1! heavy No. 1! heavy 
pri melting | melting | melting 
where | 
Voluntary limitation._._.____- 811, 250 811, 250 | 874, 000 | 874, 000 218, 422 | 218, 422 
Licensed ca 709, 554 633, 759 874, 000 | 830, 505 127, 909 | 133, 870 
Unlicensed balance... ._____- 101, 696 177, 491 43, 495 90, 513 | 84, 552 
Shipments to date ?______.__- 1, WE 650 “ee 1, ba 665 179, 886 
| 





1 Covers both heavy melting and baled sheet melting scrap in this grade. ; 
2 Combined figure for No. 1 and No. 2 heavy melting scrap breakout not available. Official figures for 
year through July. Includes No. 1 baled sheet melting scrap for July only. 


No action has yet been taken with reference to a program for 1958 other than 
to begin to assemble background material with reference to foreign require- 
ments. 

3. The Commerce Department is enforcing the quotas for 1957. The European 
Coal and Steel Community depleted its No. 1 tonnage as of August 21, and 
licensing of this grade of scrap for the European Coal and Steel Community was 
halted. The European Coal and Steel Community was notified of this, and to 
date there has been no reaction from it directly. However, some tonnage has 
been shifted from one destination to another within the Coal and Steel Com- 
munity, indicating programing to assure maximum utilization of available ton- 
nage. Meanwhile, a small recovery of licensed tonnage has been made (a 
licensee has returned a license for cancellation), and has resulted in the Sep- 
tember 24 balance being zero, as shown in the table above. The Department 
has received an application calling for a total of 3,990 short tons of No. 1 scrap. 
While this cannot be licensed at the moment, it is our expectation that further 
tonnage recoveries are possible (representing material previously licensed but 
not to be shipped), and we, therefore, contemplate that we will shortly be able 
to approve this pending case. It is our understanding, thus far borne out by 
the facts, that the Coal and Stee] Community has placed no new contracts for 
No. 1 grades of scrap since receiving notification on August 26 of the cessation 
of licensing. If this proves to be the case, there would appear to be no problem. 

4. The information requested as to licensed and exported tonnage for the 3 
principal foreign producers (requested in your No. 4) has already been given 
in the table which forms part of the answer to No. 2. 

5. The Department of Commerce is preparing a further report on both prompt 
industrial scrap and obsolescent scrap, and will submit it to the Congress shortly. 
There also may be, in this connection, a short, supplementary report from the 
Battelle Memorial Institute. 

6. (a) There have been four press releases since January 1, 1955, pertaining 
to voluntary quotas or quota agreements, and a copy of each is enclosed. 

(b) Responsive to your request, a summary of a meeting of the Iron and 
Steel Scrap Export Task Group held August 3, 1955, is enclosed. There has been 
no meeting of this group since that date. 
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(c) No voluntary or other quotas existed with respect to United States 
exports of ferrous scrap to Japan in 1956. However, this Government, through 
our Department of State, did indicate to the Japanese authorities that the 
United States wished to conserve its supplies of scrap and that the United States 
hoped that the major steel-scrap-importing areas would take steps to reduce 
their dependence on the United States as a source of scrap. The Japanese in- 
dicated that they would attempt to comply with the United States wishes in this 
regard, but made no agreement to do so. 

Early in 1956 this Government was informed, through our Embassy in Tokyo, 
that Japanese estimated requirements for that year would be about 1.2 million 
metric tons (1.32 million short tons) of ferrous scrap. When, by midyear, 
licensing of scrap for Japan was virtually already at this figure,-we suggested, 
and the State Department agreed, that conversations with the Japanese Govern- 
ment concerning their scrap needs for the balance of 1956 should be undertaken. 

In these conversations the Japanese presented estimated 1956 requirements 
of 1.8 million metric tons (1.988 million short tons) of ferrous metallics from 
the United States. They noted that they might be able to meet part of their 
need by taking pig iron, beyond the 100,000 metric tons (110,460 short tons) 
already contracted for with Kaiser Steel, and some semifinished steel, both of 
which were under general license and hence required no application for export 
from the United States. While this would have had the effect of making the 
Japanese scrap requirements about 1.5 million metric tons, they made no engage- 
ment to proceed in this manner, nor was any such engagement requested. With 
the nonrestrictive, open-end quota in effect under which Commerce licensed in 
full all applications which met the published licensing requirements (a security 
assurance and a certification of availability of material within the 3-month life 
of the license), the Japanese continued to order scrap, and their take when the 
year was over was found to be 2 million metric tons (2.2 million short tons), or 
slightly more than 10 percent in excess of the stated Japanese requirements 
which had been discussed in the latter half of the year. 

I trust the foregoing will be of assistance to your committee. 

Sincerely yours, 
FrepertcK ©. NASH, General Counsel. 


For immediate release Thursday, September 19, 1957. 


United STATES DEPARTMENT OF COMMERCE, BUREAU OF FOREIGN COMMERCE 


FourTH-QUARTER Export QuoTAS ANNOUNCED FOR CERTAIN NONFERROUS MATERIALS 
AND REROLLING AND UsEep RAILts; CHANGES IN LICENSING REQUIREMENTS 


Fourth-quarter export quotas for some short-supply materials and changes in 
licensing requirements for certain nonferrous materials and iron and steel scrap 
were announced today by the Bureau of Foreign Commerce, United States De- 
partment of Commerce. 

An export quota of 1 million pounds gross metal weight has been set for cop- 
per-nickel alloy scrap containing 40 percent or more copper and 5 percent or 
more nickel, including nickel-silver scrap (German Silver). 

Also, beginning with the fourth quarter, submission of export-license appli- 
eations covering these commodities need no longer certify that the nickel con-- 
tent will be returned to the United States, and exporters no longer will be re- 
quired to submit to the Bureau of Foreign Commerce a copy of the bill of lading 
covering such return shipments. Exporters are cautioned, however, that these 
requirements are still in effect for licenses issued prior to the fourth quarter. 

Fourth-quarter applications to export these materials now, however, must be 
accompanied by evidence of unsalability in the domestic market and must 
identify the foreign consumer. 

In addition, fourth-quarter applications covering the following copper com- 
modities also must name the foreign consumer: Copperweld rods; new and old 
copper scrap and copper-base allow scrap containing less than 40 percent copper 
and less than 5 percent nickel, including ashes, slag, drosses, residues, skim- 
mings, flue dust, and irony brass; and copper-base alloy ingots and other crude 
forms. 

Also, today, the Bureau of Foreign Commerce announced that only those ex- 
port licenses issued for copper-nickel alloy scrap containing 40 percent or more 
copper and 5 percent or more nickel, including nickel silver, now will be limited 
to a 3-month validity period. Licenses issued for all other copper commodities 
will bear a validity period of 6 months. 
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NICKEL QUOTAS SET 


A fourth-quarter quota of 50,000 pounds has been established for exports of 
pure nickel powder, cast and rolled nickel anodes, and nickel and nickel-alloy 
shot. The quota for these materials in the third quarter was 25,000 pounds. 
As in the previous quarter, nickel anodes will be licensed for export principally 
to destinations lacking anode-production facilities and traditionally dependent 
upon the United States for nickel manufactures, 

For nickel-copper alloy scrap, including monel scrap, the fourth-quarter quota 
is 500,000 pounds gross scrap weight. This is the same as that set for the third 
quarter. 

Certification, that the nickel content will be returned to the United States and 
submission of a copy of the bill of lading covering such return no longer will 
be required in connection with licenses issued against the fourth-quarter quota 
for these scrap materials. However, these requirements continue to apply to 
licenses covering nickel-copper alloy scrap issued prior to the fourth quarter. 

Contaminated nickel-alloy scrap containing under 50 percent nickel and co- 
balt-nickel alloy scrap, previously not considered for export, now have been 
epen-ended. Applications to export the contaminated nickel-alloy scrap must be 
accompanied by an assay report from a recognized, independent, testing labora- 
tory. 

In addition, exporters of nickel-copper alloy scrap, contaminated nickel-alloy 
scrap containing less than 50 percent nickel, and cobalt-nickel alloy scrap (type 
S--816) must submit evidence that the scrap is unsalable in the domestic market. 

Open-end licensing continues in the fourth quarter for grindings, crushed radio 
tubes, and slags, and skimmings and drosses containing more than 1 percent 
chromium. However, evidence of unsalability of these materials in the domestic 
market is no longer required of exporters. 

As in previous quarters, all other nickel-bearing scrap materials and nickel 
and nickel-alloy metal in crude forms generally will not be considered for 
export. 

All other nickel products remain under open end. This means that no quanti- 
tative limits are set, but exports are controlled to protect the national security. 


QUOTAS ANNOUNCED FOR REROLLING AND USED RAILS 


In another announcement today, the Bureau of Foreign Commerce said that 
fourth-quarter export quotas for rerolling rails and used rails are 10,000 and 
4,500 short tons, respectively. Of the 10,000-ton quota for rerolling rails, no 
more than 5,000 tons will be licensed for export to any one country. 

These quotas and restrictions are the same as those established in the third 
quarter. 


SPECIAL REQUIREMENT REMOVED FOR IRON AND STEEL SCRAP EXPORTS 


Effective today, the Bureau of Foreign Commerce removed the requirement 
that evidence of availability be shown on export-license applications covering 
iron and steel scrap. 

FILING DATES ANNOUNCED 


Fourth-quarter filing dates for rerolling rails and nickel-copper alloy scrap, 
including monel scrap, are October 1 to December 13, the Bureau of Foreign 
Commerce announced today. Applications to export copper-nickel alloy scrap 
containing 40 percent or more copper and 5 percent or more nickel, including 
nickel-silver scrap, against the fourth-quarter quota must be filed before Novem- 
ber 16. 

Today’s announcements are published in detail in the Bureau of Foreign Com- 
merce’s current Export Bulletin No. 791, dated September 19. 


lor immediate release June 18, 1957. 
UNITED STATES DEPARTMENT OF COMMERCE, OFFICE OF THE SECRETARY 


INTERIM SCRAP LICENSING POLICY RESCINDED 


The Department of Commerce today rescinded its interim licensing policy of 
May 6, 1957, under which licenses to export heavy melting grades of iron and 
steel scrap to the United Kingdom, Japan, and the European Coal and Steel Com- 
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munity would not be issued for 1957 shipments in excess of the tonnages of 
these grades of scrap shipped in 1956. 

The Department’s action followed conclusion of discussions which resulted 
in a voluntary agreement that these countries would limit their imports of 
United States heavy melting grades of scrap to an increase of approximately 13 
percent above that imported in 1956. 

The Commerce Department’s interim policy had affected only the specified 
grades of scrap to the destinations listed and under it licensing had continued 
without change except for the No. 1 grade to Japan. All grades of scrap, in- 
cluding these premium grades, have remained under open end (i. e., without 
quantitative restrictions) to all other free world destinations. Following to- 


day’s announcement, open-end licensing is being resumed to all free world desti- 
nations for all grades of ferrous scrap. 





For immediate release May 6, 1957. 
UNITED STATES DEPARTMENT OF COMMERCE, OFFICE OF THE SECRETARY 


The Department of Commerce today announced an interim policy for licensing 
exports of heavy melting grades of steel scrap. Under this policy licenses to 
export heavy melting grades will not be issued for shipment in 1957 to the 
United Kingdom, Japan, or the European Coal and Steel Community in excess of 
the tonnages shipped in these categories during 1956. 

The Department stated that this interim policy will remain in effect until dis- 
cussions currently under way on this subject with officials of the Coal and Steel 
Community and the Governments of Japan and the United Kingdom have been 
concluded. These discussions are for the purpose of conserving United States 
steel scrap resources and to provide equitable distribution among foreign users. 

In its report to Congress of January 31, 1957, which was based on the findings 
of the Battelle Memorial Institute of Columbus, Ohio, the Department has called 
attention to the serious long-term supply problem that faces the United States 
economy because of impending shortages of heavy melting scrap. 

The Department indicated that, to date, export licensing of No. 1 Heavy 
Melting Scrap to Japan already has reached the total amount of this grade 
exported to that country in 1956. Consequently, during this interim period no 
additional licenses for shipment of No. 1 Heavy Melting Scrap to Japan will be 
granted, and pending applications for additional tonnages will be returned with- 
out action. 

It was pointed out that the policy announced today applies only to No. 1 and 
No. 2 Heavy Melting Scrap, whether or not it is located in the continental 
United States or in offshore areas. 

Licensing of heavy melting steel scrap to all other free-world destinations 
remaiis under open end. 


For release Tuesday, March 26, 1957. 
UNITED STATES DEPARTMENT OF COMMERCE, OFFICE OF THE SECRETARY 


The Department of Commerce today announced the resumption of processing 
of applications for the export of all grades of iron and steel scrap. This action 
was taken in order to permit steel operations in friendly foreign countries to 
continue without interruption owing to dwindling supplies of scrap. The Depart- 
ment indicated that domestic supplies of scrap appear adequate for current needs 
and that there was no present danger of shortages developing here. 

Since early in February the Department held up the processing of scrap appli- 
cations while an overall look was being taken of the United States supply situa- 
tion and discussions with the principal foreign users were undertaken. On Feb- 
ruary 27, the Department announced the resumption of processing of all grades 
except heavy melting grades and the willingness of the Department to approve 
applications for heavy melting scrap under certain emergency conditions. 

The Department’s Bureau of Foreign Commerce will continue to keep a watch- 
ful eye on the export level and make certain that domestic needs are being met. 
In this connection the new reporting requirements announced on February 29 
will provide current data on actual requirements and exports by individual grade 
of scrap. 

Secretary of Commerce Sinclair Weeks stated that today’s action, of course, 
does not in any way indicate a lessened concern in the needs of domestic users. 
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It does indicate that foreign needs are urgent and will continue to be met while 
discussions are underway looking toward an effective and agreed export program 
designed to conserve supplies of heavy melting grades of scrap. 


For immediate release Wednesday, February 27, 1957. 
UntitTep States DEPARTMENT OF COMMERCE, OFFICE OF THE SECRETARY 


The Bureau of Foreign Commerce, United States Department of Commerce, 
today announced a resumption of licensing of iron and steel scrap for export to 
the United Kingdom, Japan, and the Huropean Coal and Steel Community for 
all grades of scrap other than heavy melting scrap, schedule B No. 601010. 
Licensing will also be resumed for scrap located in United States territories and 
possessions (such as Alaska, Hawaii, Puerto Rico, and Guam) without restriction 
as to grade. 

In the case of license applications already submitted containing quantities of 
heavy melting scrap, it was announced that “hardship” criteria have been estab- 
lished as follows: where supply contracts or ship charters have been concluded 
prior to February 19, when the temporary suspension of licensing was made 
known, tonnage so contracted may be approved regardless of grades of scrap 
eee Documentary evidence will be required to support the claim of 

a p. 


DEPARTMENT OF COMMERCE BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
WASHINGTON, D. C. 


SuMMARY OF MEETING oF IRON AND STEEL Scrap Export Task GROUvpP, 
AveustT 3, 1955 


Thomas J. Moore, Jr., Director, Iron and Steel Division, Government Presiding 
Officer 
Task group members: 
J. E. Timberlake,’ Jones & Laughlin Steel Corp., Pittsburgh, Pa. 
F. H. Buchheit,’ United States Steel Corp., Cleveland, Ohio 
W. J. Betzler,? Republic Steel Corp., Cleveland, Ohio 
A. R. Thurn,’ Bethlehem Steel Co., Bethlehem, Pa. 
F. H. Hanfelder,’ American Steel Foundries, Chicago, III. 
Irving M. Lynn, Lynchburg Foundry Co., Lynchburg, Va. 
Alex Miller,’ Columbia Iron & Metal Co., Cleveland, Ohio 
Joseph Cohen,’ General Scrap Iron, Inc., East Providence, R. I. 
Arnold Weinstein,’ Independent Scrap Iron Corp., Brooklyn, N. Y. 
Ralph Ablon,’ Luria Bros., New York, N.Y. 
Other industry representatives present : 
C. Brinker, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 
Samuel Shapiro, National Metals Co., Phoenix, Ariz. 
Irving Levin, Superior Iron & Metal Co., Jacksonville, Fla. 
W. H. Smythe, West Virginia Steel & Manufacturing Co., Huntington, W. Va. 
Government representatives present : 
Business and Defense Services Administration : 
William A. White, Sr., Acting Assistant Administrator 
George Elliman, adviser on foreign affairs 
R. Blaisdell, Office of Public Information 
Rose Robbins, summary writer, industry advisory staff 
Tron and Steel Division : 
Thomas J. Moore, Jr., Director 
Charles Halcomb, Deputy Director 
John A. Hunter, Jr. 
Peter M. Rouzitsky 
Marvin Plant, scrap consultant 
Bureau of Foreign Commerce : Wilbur Williams 





1 Present at meeting. 
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PURPOSE OF THE MEETING 


The sixth meeting of the Task Group on the Export of Iron and Steel Scrap 
was held on August 3, 1955, at Washington, D. C., for the purpose of conducting 
its periodic review of the scrap export situation and advising the Secretary of 
Commerce on actions which may have to be taken by him in this connection. 

Mr. T. J. Moore, Jr., Director, Iron and Steel Division, BDSA was the Gov- 
ernment presiding officer. 

OTHER REMARKS 


Recalling that this task group was created a year and a half ago at the re- 
quest of the Secretary of Commerce, Mr. Moore explained that both the Secre- 
tary and the industry supported the idea that such a group be established to 
review the ferrous scrap situation periodically and to recommend measures 
designed to forestall an inordinate drain of scrap from the country which would 
impair production in the event of a sudden emergency. 

At the last meeting, held 5 months ago, Mr. Moore continued, considerable un- 
easiness existed on the part of at least some of the consumers of steel scrap. 
At that time reports were that scrap was being exported at an annual rate of 
about 4 million net tons. Steel production at that time was at the rate of about 
92 percent of capacity or at an annual level of 115 million ingot tons. At the 
present time, the steel industry is operating at close to 95 percent of capacity 
with an annual production level of almost 120 million ingot tons. 

In view of these recent trends and in expectation of a continuous high rate of 
steel production, the group should take another look at the metallics balance 
of the country and report to the Secretary its latest findings, Mr. Moore said. 

He also stated a few members of both the scrap-producing scrap-consuming 
industries have telegraphed their views of the situation. A tabulation showing 
companies which sent the telegrams and their recommendations is attached to 
these minutes. 


REVIEW OF DOMESTIC SCRAP CONSUMPTION AND EXPORTS 


Mr. Moore distributed a series of tables showing domestic scrap consumption 
and scrap exports with the request that these be returned to him at the close 
of the meeting. He also explained that the tables were based on data supplied 
by the Bureau of Mines. Figures for May and succeeding months are either 
preliminary or estimated, he explained. 

Scrap stocks 

Scrap stocks rose from about 6.4 million gross tons in February (the figures 
discussed at the last meeting) to 6.5 million gross tons in May. Although the 
Bureau of Mines has not yet released an official figure for June, Mr. Plant under- 
stood that it would be about the same as for May. At the end of February, 
mills had about 76 days’ supply of purchased scrap as compared with a 70-day 
supply at the end of May (based upon total stocks divided by purchased scrap 
consumption). 


Pig-iron stocks 
Pig-iron stocks declined from about 2.1 million gross tons at the end of February 
to about 1.9 million tons at the end of May. 


Steel production and iron and steel scrap consumption 


Steel production in February was about 8.5 million net tons per month, or an 
annual rate of 110.8 million tons. The May figure rose to 10.3 million tons, or 
an annual rate of 121.6 million tons. June figures show a slight decline attribut- 
able mostly to the steel strike, summer layoffs, vacations, 

Scrap consumption for May and June in steelmaking furnaces were reported 
as about 5 million and 5.2 million net tons, respectively, including both home and 
purchased scrap. 

Mr. J. A. Hunter, Iron and Steel Division, also displayed charts showing the 
cumulative export trade in scrap for 1954 and the first 6 months of 1955. A 
comparison of the two charts showed a marked increase in export activity. Ship- 
ments for the entire year 1954 amounted to 1.6 million net tons, while those for 
only the first 6 months of 1955 amounted to 2.6 million net tons. According to 
the chart showing shipments on a monthly basis, 261,000 tons of scrap were 
shipped during the first 15 days of July, excluding Canada and Mexico. License 
issuances reached a peak in February of 1955, when over 700,000 net tons were 
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licensed. Maximum shipments of 612,000 net tons were made in June (preliminary 
figure—final figure received August 8 was 510,720 net tons for June). 

Mr. Hunter also commented on exports to Canada, which do not require a 
license. Imports of scrap from Canada during 1954 exceeded exports, he said. 
For the first 5 months of 1955, he added, about one-half of the tonnage exported 
to Canada has been returned in the form of imports. 


INDUSTRY VIEWS ON THE SCRAP-EXPORT SITUATION 


After reviewing the positions of the various segments of the industry as 
reported in the minutes of the March 1, 1955, meeting, the Chair called for 
comments and recommendations. The group was reminded that the ultimate 
decision on the policy as to scrap exports rests with the Secretary of Commerce, 
who considers not only the recommendations of the industry but of others who 
have a strong interest in the matter. 

Vieics of scrap dealers 

One of the representatives of the scrap-producing industry expressed the belief 
that any recommendations coming from this group would have to be based on the 
assumption that the defense requirement, in the event of an emergency, would 
exceed 40 million gross tons of scrap per year and, further, having never produced 
this amount of scrap before, the industry might be incapable of supplying not only 
this demand but the export demand as well. Account must also be taken of the 
fact that many blast furnaces are being shut down for repairs, which will result 
in a higher scrap demand from the steel industry. Demands from the foundries 
are also on the upgrade. Counteracting this situation to some extent are the 
reduced European demands, though these may be somewhat offset by the increased 
Japanese demand. Another scrap-industry member questioned whether any 
prediction could be made as to the duration of the high production rate in the 
steel industry. 

Other members of the scrap-producing industry (although concurring in the 
idea that any recommendations must be based on some assumed figure of potential 
domestic demand) expressed a more optimistic feeling about the ability of the 
industry to meet an emergency requirement for 40 million gross tons or higher. 
The amount of scrap produced in this country has a direct relationship to the 
price which users are willing to pay for it. Huge reservoirs of scrap were said 
to exist in many regions of the country, and these would be tapped if the incentive 
were there. 

Scrap-industry representatives also alluded to the situation which existed not 
too long ago when there was practically no domestic market for scrap, and they 
pointed out that this situation might recur. To preserve the industry’s position 
in the economy, scrap must move to some market. These members pointed out 
that no one is in a position to accurately estimate the scrap potential of the 
country, but it was their opinion that scrap supplies are ample to take care of 
both domestic (including all-out mobilization) and modest export requirements. 

With the exception of a few isolated cases where procurements involved large 
quantities of heavy melting, the scrap industry has been able to fulfill all require- 
ments, the industry members said. This situation would exist even if no scrap 
were being exported, as, traditionally, the supply of No. 1 quality scrap has never 
been large enough to satisfy demand. 

Commenting on the claim by the consuming industry that the slim stocks of 
No. 1 quality are being further depleted by exports, a representative of the scrap 
industry explained that the type being exported, from the New England area at 
least, consists of large shapes which are not suitable for foundry use. Representa- 
tives of the consuming industry were also reminded that exports of finished or 
semifinished steel also represent an export of scrap. Some No. 1 must be included 
in order to move the poorer grades of scrap in export markets, a task group 
pointed out. 

Instances were cited by a scrap dealer from the Florida area where consumers 
have deferred acceptance of scrap shipments as their requirements are being 
fulfilled from fringe areas. He conceded that deferments from the Alabama City 
area were necessitated by a rail strike, but could explain deferments from other 
areas only on the ground that consumers were obtaining supplies from fringe 
areas or had large stocks on hand. He estimated that Atlanta, Ga., has a 90-day 
supply of scrap. 

He also expressed the opinion that exports for the entire year would closely 
approach the 3.6 million-ton figures which was set as a reasonable ceiling. The 
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high peaks occurring during certain periods represent transactions that took place 
many months before and do not necessarily represent a trend, he added. 


' Views of the consumers 


A representative of the scrap-consuming industry read the following state- 
ment: 

“We would like to point out to the Government that at present domestie 
requirement of purchased scrap is at the rate of approximately 36 million gross 
tons per year, and exports are at the rate of approximately 6 million gross tons 
per year, or a total requirement of approximately 42 million gross tons. Ac- 
cording to the most reliable statistics available, the largest tonnage of purchased 
scrap generated and shipped in this country was approximately 33 million gross 
tons in 1951. It required the momentum of a number of scrap drives to pro- 
duce this quantity. 

“In our opinion, the maximum potential generating and processing capacity 
for scrap in this country at present is approximately 36 million gross tons an- 
nually, which is the rate at which it is currently being consumed by domestic 
industries at present rates of operation. It is estimated that at 100 percent 
capacity steel operation, due to present maximum usage of hot metal, require- 
ment of purchased scrap would be approximately 42 million gross tons. To 
permit unlimited exports on top of expected domestic requirements over the bal- 
ance of this year could, in our opinion, create a serious shortage of scrap at 
some time in the reasonably near future, which would result in a considerable 
reduction in this country at a time when there is an indicated demand for 
capacity operation to support the requirements of our domestic economy. This 
condition would be further aggravated should a national emergency arise. 

“It is, therefore, our recommendation that interested Government officials care- 
fully review the present scrap situation to determine if an adquate supply of 
steel scrap is available to satisfy the present and prospective needs of the do- 
mestic consuming industries plus exports. We do not think so.” 

Another member from the consumer segment of the industry pointed out that 
the inventory of both home and purchased scrap is currently about 6.5 million 
gross tons. If this represented a balanced supply, the situation would not be so 
threatening but, he pointed out, a substantial portion of the inventory represents 
unbalanced stock. Some grades of home scrap are earmarked for certain types 
of heats and are not interchangeable. His estimate was that the industry has 
a cushion of about 2.5 million rather than 4 million tons of scrap, making for a 
very grave situation indeed. The figure of 4 million gross tons was mentioned 
as the minimum inventory with which the industry could operate. 

The industry representative referred to a statement made by Mr. Aaron Tol- 
lin, of the Commerce Department, at a meeting of the Iron and Steel Scrap 
Industry Advisory Committee (May 19, 1953), outlining the criteria (as men- 
tioned in the Foreign Trade Act of 1949) which the Government must follow 
in considering the imposition of export controls, viz: (a) To protect the domestic 
economy from the excessive drain of scarce materials and to reduce the infla- 
tionary impact of abnormal foreign demand; (0) to further the foreign policy 
of the United States and to aid in fulfilling its international responsibilities ; 
and (c) to exercise the necessary vigilance over exports from the standpoint 
of their significance to the national security. The industry representative be- 
lieved that only criterion (b) is being observed by the current operation of the 
Export Control Act of 1949. He believed that policy should be reexamined in 
the light of all the criteria. He reiterated the warning given at the March 
meeting that the steel industry is facing a crisis insofar as the scrap supply is 
concerned. 

The views of the consumer representatives were at wide variance with those 
of the scrap-producing industry as to the availability of scrap. Whereas a scrap 
dealer from the west coast reported a supply of at least 90 days in this region, 
a consumer member stated that cold-metal shops in the Los Angeles, San Fran- 
cisco, and Seattle regions report inability to obtain full August scrap require- 
ments. He conceded that such shops require the No. 1 quality. 

Consumer members of the group also claimed that inability to obtain scrap 
is not attributable to an unwillingness to pay the going market price. Mills 
are meeting export prices. One member predicted that within 2 months’ time 
a shortage of all grades of scrap will exist unless the Government immediately 
institutes remedial measures. 

Another consumer member pointed out that the steel industry is on record 
with the Department of Commerce, the military agencies, the Office of Defense 
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Mobilization, and the public that the Nation has available 125 million tons of 
ingot capacity for both civilian and military use in the event of mobilization. 
This capacity is based on the premise that scrap would be available in sufficient 
quatities. If the country cannot produce the 42 million gross tons of scrap 
which the steel and foundry industries would require if operating at 100 per- 
cent of capacity, then the ingot capacity will have to be restated to a figure that 
can be supported by the available scrap supply. He urged that greater emphasis 
be placed on the criterion of the Foreign Trade Act requiring the Government to 
exercise the necessary vigilance over the exports from the standpoint of their 
significance to the national security, adding that the only way to be safe rather 
than sorry is to cut exports of scrap until the situation can be better appraised. 

If the Government cannot be assured that the industry will be able to pro- 
duce 125 million tons of steel on short notice in event of an emergency, then 
the time spent by both industry and Government in defense planning will have 
accomplished nothing. 

Another industry representative reported that producers of rail steel are hav- 
ing great difficulty in obtaining scrap requirements, because rails and axles, the 
type of scrap it needs, are being exported. Since January, inventories of their 
scrap supply have declined steadily. 

A consumer member introduced a copy of a letter dated July 27, 1955, from 
Edwin C. Barringer, executive vice president of the Institute of Scrap Iron & 
Steel, Inc., as follows: 

“I am sure you appreciate the difficulty in pinpointing sources of scrap, but 
my best judgment is that this year we will consume about 31 million tons 
domestically and export about 4 million tons. 

“Prompt industrial scrap will account for at least 10 million tons of this and 
might approximate 11 million tons. 

“Auto wreckers will account for about 5 million tons. The railroads, 4 million 
tons; farms, 2 million tons; and shipbreaking, detinning, and Government 
agencies, 1 million tons, combined. 

“This accounts for 22 million to 23 million tons, and leaves 12 million to 13 
million tons unassigned. I am sure that demolition in all its phases accounts 
for a very substantial part of this; utilities make a contribution; peddler collec- 
tions and miscellaneous sources are also factors. 

“If anything, I am underestimating the prompt industrial and farm catgories. 

“All tons are 2,240 pounds.” 

The unassigned 12 million to 13 million-ton figure in Mr. Barringer’s letter 
indicated to this task group member that, in order to generate 42 million tons 
of scrap needed to operate steel (and foundries) at the rate of 125 million ingot 
tons, the scrap industry will have to double its present output. He also em- 
phasized that this group must key its deliberations to mobilization requirements 
for operation at 125 million-ton rate. He concluded that, until the scrap-supply 
situation has been clarified, all scrap exports should be stopped. 

Commenting on the criticisms leveled by some dealers that demands for No. 1 
quality by the steel industry represent an unwillingness to use poorer grades of 
scrap, consumer members of the group pointed out that, in the Chicago area, 
which is quite a way inland, mills are getting only about 60 percent of the No. 2 
bundles which they require. 


RECOM MENDATIONS 
Scrap dealers 

1. The decision as to whether a danger point in the scrap supply has been 
reached and what measures to take if that point has been reached rests with the 
Government. 

2. The fact that the scrap industry has never before produced 42 million gross 
tons of scrap is no criterion for the future. Scrap dealers buy only what they 
know they can sell and, if the demand should rise, untapped scrap sources will 
undoubtedly come to light. Two members, however, were unwilling to state 
that the industry is capable of producing 42 million gross tons of scrap within 
the next 12 months. At present or higher rates of consumption, allowing 6 
million net tons (or 5 million gross tons) for export might be on the risky side, 
they said. 

3. Some dealers expressed the opinion that the export rate for the year would 
be closer to 3 million tons than to 5 million tons and, based on present economic 
conditions, they believed that the scrap industry can, for the next quarter at least, 
supply the present level of both domestic requirements and export requirements. 
The scrap industry’s current collecting operations are being conducted without 
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any extraordinary effort and it could produce from 30 to 50 percent more scrap 
if demand rises, they said. 


Scrap consumers 

1, During the Korean emergency, when the price of scrap was no object, only 
33 million gross tons of scrap were produced. Continued exports will, therefore, 
only further impede attainment of the 42 million-gross-ton supply that would be 
needed to sustain the steel and foundry industry if it is required to operate at 
100 percent of capacity. 

2. Government officials should carefully review the present scrap situation to 
determine if an adequate supply of iron and steel scrap is available to satisfy 
the present and prospective needs of the domestic consuming industries plus 
exports. 

3. A representative from the rail-steel industry recommended that the export 
of used rails and axles be prohibited. 


NEXT MEETING 
No date was set for the next meeting. 


RESUME OF TELEGRAPHIC COMMUNICATIONS RECEIVED BY THE 
IRON AND STEEL Division, BDSA 


SCRAP BROKERS AND DEALERS 


Recommendation: In favor of exports: 
Southern Salvage Corp., Miami, Fla. 
A. Tenenbaum Co., Inc., Little Rock, Ark. 
Southern Scrap Material Co., Ltd., New Orleans, La. 
A. Marx & Sons, Inc., New Orleans, La. 
L. A. Zieman & Co., Inc., Mobile, Ala. 
Marine Junk Co., Mobile, Ala. 
Sutton’s Junk & Salvage Yards, New Iberia, La. 
John R. Cowley & Bro., Ine., Mobile, Ala. 
Mike Safer Co., Inc., Baton Rouge, La. 
Pensacola Junk Co., Inc., Pensacola, Fla. 


SCRAP CONSUMERS 


Recommendation : Limitation on export of scrap: 
Judson Steel Corp., Emeryville, Calif. 
Southwest Steel Rolling Mills, Los Angeles, Calif. 
Northwest Steel Rolling Mill, Inc., Seattle, Wash. 
Continental Steel Corp., Kokomo, Ind. 
Northwestern Steel & Wire Co., Sterling, Ill. 
Northeastern Steel Corp., Bridgeport, Conn, 
Pacific States Steel Corp., Niles, Calif. 


DEPARTMENT OF STATE, 
Washington, October 15, 1957. 
Hon. WriGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives. 

Dear Mr. PaTMAN: Further reference is made to your letter of August 30, 
1957, requesting certain information on the exportation of ferrous scrap from 
the United States. 

Enclosed herewith is the available information on the several specific points 
listed in your letter. 

The Department will be pleased to assist your committee further if you so 
desire. 

Sincerely yours, 
JoHN 8S. HoeHianp II, 
Acting Assistant Secretary for Congressional Relations. 
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INFORMATION FOR House SELECT COMMITTEE ON SMALL BUSINESS RELATING TO 
EXPORTATION OF FERROUS ScRAP FROM THE UNITED STATES 


Question 1: “The steps which have been taken by the High Authority and the 
OCCF to implement the press communiqué referred to in your letter of 
July 18, 1957, the purchase methods now being used, the practical conse- 
quences of the new methods in terms of expanding the number of suppliers 
to the OCCF, and the division of tonnages among suppliers. In other words, 
if it is possible, we would like to know with reference to the OCCF quota 
for 1957, the tonnages of the orders placed in each month and the tonnages 
in each delivery month; and, in addition, the number of suppliers with 
whom orders were placed, month by month.” 

The High Authority has notified the United States mission to the Coal and 
Steel Community of the recent OCCF decision to publish in American news- 
papers a call for offers to supply ferrous scrap to OCCF purchasers. According 
to the High Authority, specifications for suppliers will be made available to 
any interested party by the OCCF. These specifications will be the same for 
all American suppliers, and all purchases from the United States will be made 
on basis of offers received in conformity with criteria announced on July 11. 
Steps have been taken by the OCCF to eliminate previous arrangements that 
would be incompatible with the new purchasing system. The OCCF plans to 
publish a call for offers in the near future so that shipments from January 1 
will have been purchased under the new arrangements. Since the system of 
public call for offers from all American suppliers on the same basis will only 
begin to be reflected in purchases this fall for shipments in 1958, the effect 
of the criteria announced on July 11 on the number of suppliers to the OCCF 
and division of tonnages among such suppliers can only be judged some time 
thereafter. 


Question 2: “The steps which the Department of State has taken, and the steps 
now being taken, with reference to improving purchasing methods in the 
Japanese market.” 


The steps which the Department has taken with reference to improving scrap- 
purchasing methods in the Japanese market were set forth in Mr. Kalijarvi’s 
statement before the House Select Committee on Small Business on June 21, 1957. 

Developments since that date are as follows: It is the Department’s under- 
standing that the currently existing scrap-purchasing arrangements for Jap- 
anese scrap imports will remain in effect until the end of 1957. However, the 
Japanese Scrap Coordinating Committee probably will be considering in the 
near future, among other things, their scrap-importing arrangements for 1958. 
Therefore, the Department. recently has instructed the Embassy at Tokyo to 
reiterate our policy with respect to these arrangements. The basic principle 
which we have been attempting to establish, of course, is a nondiscriminatory 
purchasing policy. 


Question 3: “With reference to the voluntary quota for Japan in the year 1956, 
it would be desirable to have a rather complete and detailed history of the 
negotiations concerning this quota, including the various amounts requested 
by the Japanese, the dates on which the quotas were amended, the names 
of the individuals, both from the United States Government and the offi- 
cials of the foreign governments or foreign industry representatives who 
participated in the negotiations, the exact nature of the understanding 
reached with respect to the finality of these quotas, and with respect to the 
methods, if any, for which observance of the quotas was to be assured.” 

As noted in the statement made to the committee on June 21, 1957, by the 
Assistant Secretary of State for Economic Affairs, Thorsten V. Kalijarvi, the 
Department did not seek specific commitments from Japan with respect to scrap 
imports from the United States during 1956 but did express the hope that mini- 
mum requirements for that year would not be exceeded. 

Although it was believed late in 1955 that Japan’s 1956 needs might not exceed 
700,000 tons,’ the Japanese Embassy in February 1956 furnished the Depart- 
ment with statistical tables indicating a minimum need for 1,200,000 tons. This 
figure was later confirmed in a report from the American Embassy in Tokyo and 
informally by a group of representatives of Japanese steel companies during a 
visit to the Department of Commerce. 

At midyear the volume of scrap actually being shipped to Japan was not in- 
consistent with the indicated 1,200,000 tons for the year but export license ap- 


1 All tonnages quoted for Japan in this report are in metric tons. 
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plications were being filed at a. substantially higher rate. Accordingly, in July 
the Japanese Embassy was advised of the hope of the United States Government 
that Japan would limit itself to the minimum requirements of 1,200,000 tons 
for the year. It was explained that scrap appeared to be in somewhat short 
supply in the United States and that unrestricted export takings might make it 
necessary to impose formal export controls. 

The Embassy promised to convey this view to the Japanese Government but 
stated that steel production was rising much more rapidly than anticipated and 
that 1,500,000 to 1,800,000 tons would probably be needed. After communicating 
with Tokyo, the Embassy confirmed the 1,800,000 tons as representing revised 
minimum needs. The Department expressed its concern over this considerable 
increase and again called attention to the danger of formal controls if mod- 
eration could not be exercised. These talks were conducted by Assistant Secre- 
tary Kalijarvi and the Assistant Secretary of Commerce for International Re- 
lations, Harold C. McClellan, and members of their staffs. The Japanese Embassy 
was represented by Minister Shigonobu Shima and other Embassy officers. No 
industry representatives from either country or w. 0. c. employees participated. 

During the following months, licensing continued at an accelerated pace and 
the American Embassy in Tokyo repeatedly took occasion to express the concern 
of the United States Government. However, the Japanese steel industry was 
unable to reduce its requirements and for the year actually took about 2 million 
tons of serap of American origin. Since no commitment had been given by Japan 
to limit itself either to the 1,200,000- or the 1,800,000-ton figure, observance of 
either of these earlier indicated minimums could have been brought about only 
by actual imposition of an export quota. However, after the beginning of 1957, 
the Department undertook the series of talks which led to acceptance by Japan 
of the voluntary limitation described in Assistant Secretary Kalijarvi’s state 
ment of June 21, 


‘Question 4: “The position which the Department of State has taken with re- 


spect to (a) the cartelization of the Japanese steel industry, and (0b) the 
restrictions on the number of United States suppliers from whom Japan pur- 
chased and will purchase iron and steel scrap.” 

(a) The Department has taken no official position with respect to the Japanese 
scrap importing cartel, the Scrap Coordinating Committee, as distinguished from 
the importing arrangements of the cartel. 

(b) With respect to the present importing arrangements of the Scrap Co- 
ordinating Committee, whereby scrap purchases have been apportioned among 
six United States suppliers, the Department has consistently maintained the 
position that all United States suppliers should have an equal opportunity to 
compete for the Japanese scrap business. 

We have no information concerning any proposed arrangements for 1958. 


Question 5: “The terms and conditions under which the ICA, through the 
Export-Import Bank, made a loan of $100 million in 1954 to the Eurepean 
Coal and Steel Community, and the purposes to which the loan to date have 
been put.” 

The loan agreement between the United States Government and the Euro- 
pean Coal and Steel Community was signed April 23, 1954 by the Acting Secre- 
tary of State, Mr. Walter Bedell Smith, and officials of the High Authority of 
the ECSC. This agreement established a credit of $100 million in favor of the 
High Authority against which the Export-Import Bank, acting as agent for 
the United States Government, made advances enabling the High Authority to 
make loans to finance investment projects urgently required for modernizing and 
expanding facilities for the production of raw materials in the Community con- 
sidered by the High Authority to be consistent with the operation of a common 
market free from national barriers and private obstructions to competition. 
None of the proceeds from the United States loan have been used to finance steel 


enterprises within the Community. Repayment, with interest at the rate of 


3% percent, is to begin May 1, 1958, and will continue over a 22-year period end- 
ing May 1, 1979. 

soth the United States Government and the High Authority regarded the loan 
agreement as a sound business transaction. The loan was granted on a purely 
commercial basis and under conditions prevailing at that time on the United 
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States capital market. Political considerations, of course, provided the impetus 
for the United States Government’s willingness to conclude the agreement. As 
stated by the Acting Secretary on the occasion of its signature, “ * * * this agree- 
ment affords concrete evidence of our profound interest in the movement toward 
European unity which the President and the Congress have so consistently sup- 
ported as an essential ingredient of our collective security endeavors to attain 
lasting security and peace.” (Department of State Press Release No, 212, 
April 23, 1954.) 

In accordance with article I of the agreement, investment projects were limited 
to the following categories : 

(a) Modernizing and mechanizing mining operations and expanding capacity 
for the production of coal and providing additional housing for miners. 

(6) Modernizing and mechanizing mining operations and expanding capacity 
for the production of iron ore, modernizing facilities for the treatment of iron 
ore, and providing additional housing for miners. 

(c) Modernizing operations and expanding capacity for the production of coke. 

(d) Constructing and modernizing power stations at the pit heads to facilitate 
the use of low-grade coal to supply low-cost power for coal mining operations 
and for sale. 

The credit established by the agreement was made subject to the terms and 
conditions stated in the loan agreement itself. For the most part, these are of 
a technical financial nature relating to the method by which an advance would be 
made, payment of principal and interest, rate of exchange, etc. Article VIII, 
entitled “Nondiscriminatory Purchasing,” may be of particular interest to the 
committee: “‘The High Authority will use its best efforts with the governments of 
the member countries of the Community to assure that recipients of project loans 
made out of the proceeds of advances under the credit shall not, in using such 
loans, be prevented by exchange or other restrictions from purchasing goods or 
services from sources most advantageous to them on the basis of commercial 
consideration.” 

All loans made by the High Authority as a result of the United States Gov- 
ernment credit have been extended to finance industrial projects. The alloca- 
tion of the $100 million credit was completed by May 5, 1955. <A tabular sum- 
mary of all projects financed with the aid of United States loan funds, grouped 
by categories and regions, is attached hereto. 
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| Distribution of United States loan funds 


{In millions of dollars} 











Category and region Total cost of |High Author- 
projects ity loans 
Coal mines: 
sk kf eon Sho ce enki oo dU As. lsd esao ddl bhdeenlnaces 52. 95 13. 98 
bia Saensadee loddusedqhad Jidveeavcenudquidieiluinwnaaniinciagden 18. 55 6. 50 
CE POUR i pncccwncccicccctcdstidboneuse 10. 07 2. 43 
I Dt oe f 26.7 3.30 
Central France ied 1. 67 . 57 
Be csenchct ens seanteinincnduchsecacnsendincudwiissa pean aeees 11. 83 4.20 
I sisi ibunncaiaieatinedsig idyll caencaibaotanaonmalmiies 121.79 30. 98 
Cokeries: F 
Db noun sist bnatarwnwndninnudedapiapbpimeiminnbanaimaaindtde | 9. 7: 3. 00 
ED CUNO ocnteccwsbnacwcwencmeseedl sonnet Gelet onaiiie tuner. |-*seo-="+ 3-228 odisieinte deceagitiell 
UP ach bb ddteswas prdtitcedbeesr dtedeubbiciisectiansdidsivbunhiie Seer | 1. 54 -70 
IN nt boc chasesnop baccoaenosagdnimeens AG eo eS ks | 11.32 3.70 
Powerplants: 
Na aa wail isthe aisha die a inate 71. 52 18, 37 
ini Ios os seh al tes venses foucepensnecrcoeatnienaednaenmnabiaeaniaiodth £ aiediiuiniedbeioeaidtkiaad 56. 00 14. 00 
CE COND sn tecin a wei nonsdscmatbacamns see udectidendmhabuinshsmdeeibiadsbad eet i tike amine 
IY A on ia es tlle blend bdinedimale sgMudbnidewbinautindiaceanied 13. 56 3. 85 
TRS aes a ao eae uae ,  aseontie a 40. 00 3. 85 
ib cncaetabnnceudenconbctaneesdaibhcnncu lest besn ate lated 17.14 5. 50 
le ; Sen een oa ie ee = 198, 22 45, 47 
Iron-ore mines: 
iste decdstcoubdeacees be cnsibdivne Gide dda asluacdabedtbaes cues See 12, 54 4.55 
NI oid co ek css 2 Se SS Sis 31. 72 8.00 
a a a aero ai aia aeeindeeeie eas ere 7.61 5. 20 
SITU oo kikd bdo diene cesecox s chebichade dhe a taps b= dbdecheh ages opipbeeh pabeen 2. 60 2.00 
I acestink aie taceininey trceinahading> «duis oadiareen ns win apelen canta ageme a aaah ieee eee ae | 54. 47 19. 7 
By countries: 
TS on eos ees Oh a le ee le ae 165. 34 46. 40 
OTE EIT ae min Mh E ASAI, LS ice é ccc wep= diteth & aching de } 56. 00 14. 00 
TT sche ba bahsdoshebodeaddabeedwad Bal eal hcipencui is elena dua ciaileiens 30. 51 10, 40 
NE de eg I Rt be ee dcectockhabin . 7.61 5. 20 
TAROUND, Le siuidea thedesccthd aeeacwhs eos 2. 60 2.00 
PU. cicwwetiveiied wubitid be nities JESUS Linc datineihe thcenbe~ ase 123. 74 22.00 
ada: stontaitpetinnagts biped bancregpitjang nme c gihaian dithg diben sede ee ee ee 385. 80 100. 00 
| | 





Question 6: “The amounts of exports of iron and steel scrap which have been 
financed through ICA, the countries of destination, and the method of pro- 
curement of these exports (i. e., open-bid basis) and the companies from 
whom these United States-financed purchases have been made.” 

The following table concerning ICA-financed shipments of ferrous scrap during 
the period, April 3, 1948, to June 30, 1957, was prepared by the Office of Statistics 
and Reports of the International Cooperation Administration. 

According to the International Cooperation Administration, the procurement 
of ferrous scrap generally is carried out on a bid basis. However, information 
as to specific transactions and names of successful sellers would not be avail- 
able without an expensive and time-consuming examination of each paid voucher, 
many of which are in inactive files. 
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ICA-financed shipments, ferrous scrap (Code 6603), Apr. 3, 1948, to June 30, 1957 


[In thousands of dollars] 








Source 
ee eae ‘ieee lida 
Destination | | | Federal! | 
| lUnited | Aus- | | Repub- |United| Yugo-| Other 
Total | States |Canada) tria |France} lic of | Italy | King- | slavia |Europe/Japan 
| | Ger- | dom | 
i } many | 
bd sy: A tee a cat aN | —— i er 
a are al See ie 514 Sane i? . --fpes- 
Yugoslavia ---.- tee ey 0060 toc 8 ieaticns< ez | Swoseuatee 
) ee RO Bidtath tan Se Se 1, 209 ideale eas eee Da uale 
Austria !_____- Oe Nise arnt di ; 248 es 
Denmark !-.. 158 | 158 . nae ‘ —- gy 
Germany !__.__-- 99 23 | PA ciecB ome Paka tak esa stan } 7H 
eee 49 | MP heccss es A i eisied | 
Indonesia !_ -__- | 13 | 13 i | 
Netherlands !_______} 4 4 hs | : | ; ; 
United Kingdom t.| 10 10 pdetil aod tie Resale “. cca Lewoke | 
eee oe coe Se 29 | Be isase- 6 3 | | 26 | 
SINT canstonshithin teh ; ee ‘ 7 15 essen = ation aioe 5 
cee w hee ck | 956 | tea 192 | Re en ed 69 |__- | 693 
Iran_-- 67 |. ide 62 con | 
Jordan. ..:.....:<:- DB iste i 32 |. 
een acd es 9 ah ates 7 | 2 
weet. 8 Se | 10,687 | 5,821 | 1,241 192 | 1,030 1, 485 | 3 62 | 69 13; 771 


| i | 


1 All shipments to Austria, Denmark, Germany, France, Italy, Indonesia, Netherlands, United King- 
dom, and 2 for Taiwan, totaling 1,805, financed prior to June 1953. 

2 Ex-Norway. 

3 Ex-Belgium. 


Question 7: “Any discussions which the United States Government may have 
had with the Canadian Government with respect to reexport of United 
States scrap, and the areas within the United States from which scrap for 
Canada would originate.” 

On a reciprocal basis, export license requirements are waived for scrap and 
other materials moving to Canada from the United States and to the United 
States from Canada. However, scrap entering Canada in transit would require 
the regular documentation required for shipment to other countries. Should 
the scrap have entered the Canadian economy it could be again exported only 
subject to submittal of a Canadian export license application which requires 
that the applicant indicate whether or not the commodity is of United States 
origin. In the event of an affirmative indication, Canadian authorities would 
refer the matter back to the United States Department of Commerce. 

In the absence of licensing data it is not possible to state the precise origin 
of scrap exported to Canada but it is presumed to originate in the border 
States adjacent to areas of Canadian industrial concentration. During 1956 
about 600,000 tons of the material were exported to Canada and 200,000 tons were 
imported. 


Question 8. “A rather detailed account of any actions or representations by the 
United States, in the iast 3 years, to foster development, improvement, or 
expansion of the iron and steel industries in foreign countries, particularly 
as such steps may have been taken to increase blast furnace capacity and 
increased reliance upon iron ore, rather than iron and steel scrap.” 

Although the Department bas made repeated representations to all three maior 
scrap importing areas with respect to reduction of dependence on the United 
States as a source of scrap, particular attention has been given to the case of 
Japan which is expected to remain dependent on the United States for some time 
and which faces special problems. 

The fact that the Japanese scrap price is not controlled and that this price 
has, at peak periods, exceeded $100 per ton for premium material, indicates 
that a real effort is being made to maximize its domestic scrap arisings. How 
ever, it can collect only some 7 million tons* annually and must supplement this 
quantity by imports or by increasing its pig-iron output. 





2 All tonnages quoted for Japan are in metric tons. 
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The Department in its 1956 and 1957 talks with the Japanese Embassy and the 
American Embassy in conversations with government and with industry offi- 
cials have on every possible occasion urged the expansion of blast furnace capacity 
and the adoption of technical improvements aimed at a reduction of dependence 
on United States scrap. The expectations of the steel industry in this respect 
are indicated by the following projection estimates of the Japanese Ministry 
of Industry and Trade and the Japanese steel industry in millions of metric 
tons for the indicated Japanese fiscal years : 





a —|— fe eeeeeepeetneseeeeoee feomanenemee 

} | 
Cabo aed yb aséoiss  hasctt 05 - capen shen bspebnbebatenees cuss bcee | 13.9 | 17.0 26. 4 
Pia tist Rinne andenes onde ir encanta adakia-aunmatiainamidal 7.3 | 10. 4 18.5 





During these same key years the Japanese steel industry recently estimated 
that its requirements in imported scrap will drop from 3.3 million tons in 1957 
to 2.9 million tons in 1960 and to 2.1 million tons in 1965. 

The rapid growth of the Japanese steel production over the last 3 years has 
resulted in a relative as well as an absolute increase in its scrap consumption 
and the unexpectedly large 1956 increase was made possible largely by American 
scrap. However, the Japan Iron and Steel Federation reports record pig iron 
output for July 1957, a percental increase in pig production since July 1956 
about equal to the percental increase in steel output. It would appear, therefore, 
that the industry may now be in a period of relative reduction in scrap imports 
indicated above. 

In order to build up pig iron output it is necessary to have an adequate source 
of supply of iron ore and, here, Japan faces one of its particular problems. 
Even by supplementing its domestic iron ore availabilities with pyrite cinders, 
sand iron, and other materials, it counts only on about 4 milion tons per year 
and must import 6 million to 7 million tons. This supplementary supply comes 
from the Philippines, Malaya, and other Far Eastern areas. Occasional ship- 
ments have also been made from South America. The Department watches 
carefully reports of iron ore discoveries and mine development projects which 
may be useful to Japan. 

In particular, Japan hopes to make arrangements with the Indian Government 
for development of mines in India assuring long-term supplies. Of chief cur- 
rent interest is the Rourkela project in Orissa. No final action has been taken 
by Japanese or Indian interests on the Rourkela or other proposed Indian proj- 
ects, and the United States has made no commitment on the availability of funds 
for assistance in this connection. However, the International Cooperation Ad- 
ministration has attempted to facilitate discussions between the Indians and 
the Japanese and has engaged the Sanderson-Porter engineering firm to survey 
transportation and port facilities around the Rourkela mine. 

With respect to the development of scrap import sources outside the United 
States, the Japanese situation is unfortunate for two reasons. First, the rate 
of scrap generation in the Far East is extremely low, and, second, the majority 
of the Far Eastern countries are either building or contemplating the installa- 
tion of steel industries of their own, and for this reason anxious to protect their 
limited domestic scrap reservoirs. 

In an effort to assist Japan in finding alternative import scrap sources, the 
Department recently instructed its missions in the Far East to conduct surveys 
of potential scrap export availabilities in the several countries. The overall 
result of these surveys was to indicate that Japan is already doing a highly 
efficient job of scrap procurement and that a solution to its ferrous raw mate- 
rials problem must lie in a reduction in its use of scrap. 

The European Coal and Steel Community (CSC) requires from the United 
States roughly the same volume of scrap as that needed by Japan. The problem 
of the community’s dependence on the United States is, however, somewhat 
different from the one with Japan because the community countries enjoy 
access to relatively more abundant indigenous sources or iron ore, coking coas, 
and scrap, and because their steel industries are technically more advanced and 
are accordingly relatively less scrap dependent. In fact, the CSC steel indus- 
tries as a whole use relatively less scrap than does the industry in the United 
States. The CSC still requires scrap imports because a large proportion of its 
steel output is exported and thus lost to the potential scrap reservoir and because 
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of a variety of technical, economic, and social reasons which make scrap arising 
relatively less plentiful than in the United States. It is a large steel-producing 
area where it is anticipated that steel output will be maintained at a high level. 
This production is important to the continued prosperity and security of the 
member countries. 

Previously, the CSC has expressed to us the belief that dependence on United 
States scrap would be at an end by 1960 but recent indications are that de- 
pendence may continue for a somewhat greater time. In a recent speech 
before the Consultative Committee of the CSC, Vice President Coppe of the 
High Authority stated that although output of pig iron was making rapid 
headway it had not matched the increase in crude steel output and that scrap 
imports were increasing. He added that an inquiry into investments showed 
that in 1960 the effective production possibilities of pig output would be 764 
kilograms per ton of steel rather than 781 kilograms envisioned in the com- 
munity’s general objectives. Mr. Coope emphasized that in order to implement 
these general objectives the investment effort in pig iron must be steadily 
stepped up. The Department has at every opportunity urged to the High 
Authority of the CSC the importance of continuing to improve the balance of 
the community’s pig-iron-scrap requirements and called attention to the im- 
portance of new blast furnace construction. It has also recently initiated an 
inquiry to the United States mission to the Coal and Steel Community and to 
certain other western European missions concerning recent technical im- 
provements such as the oxygen converter process which may lead to a further 
decline in the relative need for scrap. 

In connection with the 1956 and 1957 talks with the British Embassy on the 
scrap requirements of the United Kingdom, the need for reducing dependence 
on the United States was repeatedly emphasized. The United Kingdom has 
now, however, so improved its metallics position that its status as a major 
scrap importer from the United States is probably close to an end. Monthly 
averages of scrap imports, at 106,400 long tons during 1955, dropped to 81,900 
tons in 1956, and to 70,300 tons during the first 7 months of 1957. In the face 
of this notable decline in scrap importation, crude steel production was climbing 
from a weekly average of 380,600 long tons during 1955 to an average of 397,300 
tons during 1956 and to 417,900 tons during the first 7 months of 1957. 

About one-sixth of all scrap exported from the United States during 1956 
went to destinations other than Japan, the United Kingdom and the countries 
of the CSC. This balance was widely distributed and the individual quantities 
involved were insufficient to warrant representations urging reduction of de- 
pendence on American scrap. However, a careful watch is kept on the volume 
of exports to all countries and, at the request of the Department of Commerce, 
missions to Mexico, Argentina, Spain, Austria, and Nationalist China, as well 
as those to the three major importing areas recently were asked to submit esti- 
mates on 1958 scrap requirements from the United States. 

In the case of one special form of scrap it has become necessary to take 
restrictive action in order to prevent hardship to American industry. In 1956 
exports of rerolling rails (classified separately from scrap in schedule B of the 
U. S. Bureau of Census) rose so precipitiously as to have the effect of trans- 
ferring abroad a substantial portion of the American rerolling industry’s raw 
material. Accordingly, the interested Federal agencies, the Department of State 
concurring, determined to impose export controls. These controls, which con- 
tinue in force, limit shipments to 10,000 tons per quarter of which no more 
than 50 percent may be taken by a single country. 


Question 9: “Any understanding which the United States Government has had 
with foreign governments regarding the transshipment of United States 
scrap and exports of their own scrap, iron ore, pig iron, and finished steel 
products to Iron Curtain countries.” 


There are no specific understanding between the United States and other 
countries prohibiting the reexport of ferrous scrap or the export of their own 
scrap to the Soviet bloc. However, scrap is defined as a strategic material and 
as such its movement to the Soviet bloc is limited by those countries particpat- 
ing in the COCOM (Coordinating Committee) and CHINCOM (China Com- 
mittee) programs which restrict trade with this bloc in strategic commodities. 
Moreover, before scrap can be licensed for export a security understanding is 
extracted to assure that the material will not be diverted from its indicated 
destination and a verification of actual delivery is subsequently required. This 
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import certificate-delivery verification system is administred by the Department 
of Commerce. 

Certain grades of steel are classified as strategic and accorded the same safe- 
guards as those described above for ferrous scrap. However, iron ore and a 
number of items of ordinary steel composition are not now rated as strategic 
materials and never have been so rated. Accordingly, sale to the Soviet bloc 
(other than Communist China) would not be regarded as a violation of the bloc 
premise of the export control system which contemplates continuing trade in 
nonstrategic items. 


TABLE 1.—United States consumption of iron and steel scrap by type of consumer, 
1947-56, and first 6 months of 1957 


[In thousands of net tons] 





Steel ingots and castings producers ! Iron Percent of 
| ee foundries total 
Grand total and all consumed 
Total In blast In steel other 2 in steel 
furnaces furnaces industry ' 
EE baie heliinta ease ee eeiees omen | 60, 864 47,477 2, 692 44, 785 13, 387 78.0 
1948__.._- 4 Deriad ih baia ave simi | 64, 964 50, 512 2, 932 47, 580 14, 452 77.8 
Tal ite teadl dln mip eatiiemmiahinemin 54, 338 43, 435 3, 007 40, 428 10, 903 79.9 
leaned oncern-----=-] 68, 901 55, 481 4, 390 51, 091 13, 420 80. 5 
Dio acatahosaemeeetiggnesirel 76, 728 61, 565 4, 478 7, 087 15, 163 80. 2 
1952..._- : ~ on | 69, 023 | 56, 491 4, 274 52, 217 12, 532 81.8 
tesa shed sean 77, 131 64, 049 4,948 59, 101 13, 082 83.0 
ae hn heats cake 61, 354 49, 693 3, 628 46, 065 11, 661 81.0 
1955... = 81, 375 66, 497 4, 722 61, 775 14, 878 81.7 
1956... . = 80, 315 66, 679 4, 403 62, 276 13, 636 83.0 
1957, 1st 6 months...-.......-. | 40, 279 33, 472 2, 333 83.1 


31, 139 6, 807 
| | 





1 Includes independent steel foundries and merchant blast furnaces. 
2 Includes ferroalloys; rerolling; reforging, copper precipitation, nonferrous, and chemical uses. 


Source: U. 8. Bureau of Mines. 


TABLE 2.—United States consumption of iron and steel scrap by source, 1947-56, 
and first 6 months of 1957 


{In thousands of net tons] 


| | j | 

















Home / Purchased 
Total Home | Purchased | scrap as scrap ats 

| scrap scrap ! percent percen 

| of total of total 

| 
1947... ... Sent was panda TeNeS Te RES 60, 864 31, 579 | 29, 285 51.9 48.1 
ee eS leah nina Ate eaibiaish ote ert 64, 964 32, 420 | 32, 544 49.9 50.1 
Pt dutbab«che eee! sda puis 54, 338 29, 166 | 25, 172 53.7 46.3 
il ai icon ania ered cdbaatapiceener 68, 901 35, 525 | 33, 376 51.6 48. 4 
nian stan inci alidiaaainima abtadumpieresininiitine 76, 728 38, 857 | 37, 871 50.6 49.4 
1952. ...- ch dith wads ttl gl eecben dasetel 69, 023 34, 837 | 34, 186 50. 5 49.5 
a . ckesieieipaadaedssinareisial ets 77, 131 43, 733 | 33, 398 56. 7 43.3 
PE ncn ek ace ainheniten aokan wat 61, 354 35, 585 25, 769 58.0 42.0 
ir ckdseckcsntseasssce eect eees 81, 375 | 45, 570 | 35, 805 56.0 44.0 
Wee.4 805 Se. nneinn dt tasweubdlen dtd 80, 315 43, 531 | 36, 784 54.2 45.8 
1957, Ist 6 months......... sivbccurieaels 40, 279 23, 080 17, 199 57.3 42.7 


1 Beginning with 1953 derived from purchased scrap receipts (net) and their ratio to total available scrap. 
Source: U. 8. Bureau of Mines. 


TABLE 3.—United States consumption of iron and steel scrap by grade, 1958-56, 
and first 6 months of 1957 
{In thousands of net tons) 











| 
Total Heavy | Percent of Bundles | Cast iron?| All other 
melting total | 
} | } | | 
RR cg 77,131 | 30,667 | 39.8 | 9, 008 | 10, 978 26, 388 
1954. ia oul 61, 354 | 24, 936 | 40. 6 7, 281 9, 485 19, 652 
, a Rae | 81, 375 | 32, 431 | 39.9 | 10, 671 | 12, 328 25, 945 
Siena vabeeaqcacee | 80, 315 | 32, 438 | 40.4 | 10, 363 | 11, 732 | 25, 782 
1957, Ist 6 months 3. ‘ 40, 279 | 16, 252 | 40.3 | 4, 536 | 5, 685 | 13, 806 





1 Not available by grade prior to 1953. 
2 Except borings. 

’ Estimated by Bureau of Mines. 
Source: U. 8. Bureau of Mines. 
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Tas_e 4.—United States consumption of iron and steel scrap, by type of furnace 
or equipment, 1947-356 


{In thousands of net tons] 


] l l l t 
Type of furnace or equipment | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 1953 =| 1954 | 1955 | 1956 
~| i— 

















Open hearth.___- ects. va ail \39, 288 |40, 623 |35, 522 |43, 512 |47, 416 | 151, 555 |50, 806 

Bessemer... -- De eaieen essere eck eee 251 | 209 257 | °300| | 247 "276 "204 | 418 | 413 

Electric.________- ---------| 5,224 | 6,706 | 4,607 | 7, 328 | 9, 372 | 8, 973 | 9, 157 | 6,832 | 9; 801 |11, 057 
i eheel emer posi il aes 

Total steel making. _____|44, 785 |47, 580 |40, 428 |51, 092 92 |57, 088 '52, 217 |59, 101 |46, 064 ty 62, 276 

Blast furnaces............--.--} 2,692 | 2,932 | 3,007 07 | 4,390 | 4,478 | 4,274 | 4,948 | 3, 628 | 4,722 | 4, 404 


Total consumed by steel | ra | 
ingot and castings pro- | | 





ducers ................_}47, 477 150, 51 512 ae 435 |55, 482 ‘61, 566 56, 491 64, 049° |49, 692 166, 4 196 |66, 680 
Cupola... vennnee--2----n={10, 558 |11, 467 | 8, 757 ola 721 |12, 319 {10, 169 |10, 634 | 9, 564 |12, 058 111,025 
Air____- ae Laas 1,310 | 1, 331 901 | 1, 196 | 1) 431 | 1,199 | 1,197 | 962 | 1, 445 | 1, 260 
Crucible. __- Gy sO hes 2 1 | 
Puddling___- sce 5 | 3 ° : 
Direct castings_-.........----.- [osceobaloe-ashalonsdeee a | oa 
Ferroalloy __.---- Keak kineh oil 317 352 206; 355; 415 340 | 373) 306) 344! 371 
Miscellaneous. --..- .----------| 1,196 | 1,246 | 945 | 1,145 | 997 7 | 824 | 877) 830] 1,032] 970 

Total all other uses__..._|13, 387 |14, 452 110, 903, 113, 419 115, 162 | 112, 532° }13, 081 11, 662 (14, 879 13, 635 











Wea ie 160, 864 164, 964 54, 338 8, 01, 76, 728 |69, 023 |77,130 61,354 81,375 315 


| ! | | 


Source: U. 8. Bureau of Mines. 


TaBLe 5.—United States consumption of pig iron, by type of furnace or 
equipment, 1947-56 


{In thousands of net tons] 


| | 





















































Type of furnace or equipment | 1947 1948 1949 | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 
pe as “oe Sie c Bai Ae eS eg! Te oe ieee 
| } | | | | | | | 

Open hearth... -...........-....|45, 338 |47, 267 |41, 782 |50, 946 |56,055 |49, 374 [61,307 |48, 632 |63, 750 (62, 166 
| SEES eee FS 4,778 | 4,612 | 5,170 | 5,551 | 3,999 4,351 | 2,849 | 3,933 | 4,039 
Electric. ialiei bh tet ail oe 127 132 | 108 154 | 144 | 119 | 181 | 178 | 274 233 

Total steel making -_--.- \50, 177 |52, 177 46, 502 |56, 270 \61, 750 (53, 492 (65, 839 |51, 659 |67, 957 |66, 438 
SE ae Deak lobe ---|--= o 3 lececl eben & 

Total consumed by steel r 

ingot and castings | | | | 
progpegs.....-..-..... 50,177 |52,177 |46, 502 |56, 270 \61, 750 53, 492 [65, 839 (51, 659 /67, 957 |66, 438 

ee a, BS = PS "5, 439 | 5,281 | 4,7 764 | 6,050 | 6, 560 | 5, 438 | 5,550 | 4,897 | 5,962 | 5,349 
ee ead aes ch hem ensicibed dal 414 368 274 335 400 | 318 | 313; 232 295 293 
RRR as ek Uibs itirwneunele du 1 1 1 Dh xi iaina sehEtaded th cttlenael |- Dag i is catermadaleine 
I ines a 17 15 | 4 I nasil eile tal sa eA aah ei o-aibaeadcaiie 
Direct castings. _.............. | 2,242 | 2,184 | 1,902 | 2,275 | 2,704 J 2, 303 | 3, 006 1, 874 | 3,002 | 2,915 
NL. hele danivwbine didnot voapecoebines SLs elas : ‘ 
Miscellaneous... .---.-.------- Bihes.cb-seizeod irae 

Total all other uses... -- 8114 | 7, 849 | 6.945 | 8. 673. 

Total consumption......|58, 201 [60,026 | 53, 447 64, 1, 943 | 7, 414 6, 551 (74, 708 |58, 662 |77, 216 |74, 995 

| | | 





Source: U. 8. Bureau of Mines. 
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TABLE 6.—United States consumption of total iron and steel scrap and pig iron, 
by type of furnace or equipment, 1947-56 


{In thousands of net tons] 






















































































Type of furnace or equipment | 1947 | 1948 | 1949 | 1950 | 1951 | 1962.| 1953 | 1954 | 1955 | 1956 
oe | | caseeeeemene| o: ae aa Tae ee 
Open hearth.................| 84,626) 87,890] 77, 305| 94, 458]103, 471) 92, 372| $7, 660/110, 975|115, 306|112, 971 
Bessemer.....-....-......---| 4,985) 5,030, 4,822, 5,426| 5,851) 4,246) 3,053) 4,627) 4,351) 4, 452 
Electric. .---...-.-...........] 5,351] 6,838) 4,804) 7,477| 9, 516| 9,091) 7,010) 9, 338) 10,075) 11, 200 
Total steel making... -- 94, 962) 99 i 86, aalioe 8 361) 118, 838) 105, 709) 97, 723) 124, 940) 129, 732) 128, 713 
Diast Hertmsees...« ....cccasacus a 692) 2, tsi 3, 8, 007) 4,390; 4, 478| 4, 24) 3 3, 628) 4, 948 4, 722 \ 
Total consumed by | ay 
steel ingot and cast- | 
ings producers_...-.- 97, 654) 102, 689) 89, 938/111, 751 123, 316) 109, 983/101, 351 129, 888) 134, 454 133, 117 
Cupola... 7 "15, 9071 16, 748| 13, 521| 16,780] 18, 878| 15,607 14, 460) 16, 184) 18, 020) 16,375 
Eo ae woe 724) 1,749] 1,174] 1,530} 1,832] 1,517] 1,194] 1, 1, 510) 1,740| 1, 562 
Re he, 2 2| ee tt wae ngs -[on-nen-[annenne 
i a1 20 7 lovaniad es ie ee oe 
Direct castings. .........-- ---| 2, 242! 2, 184 1, 902) 2,275; 2,704) 2,303 1, 874| | “3, 006 3, 002 2, 916 
ata inanneneennt | 317 352) 296) 355 415 340 306 373 344 371 
Miscellaneous..--------------| 1, 197 1% 246 945) 1, 145) 997 824) 831 877| 1,031 970 
Total all other uses_._.. 21, 501) 22, 22, 301 22, 093) 24, 826 "20, 591] 18, 665| oa 24, 137) 22, 194 
Total consumption...-.- 19,1 oe 990 107, 78 785 133, a 142! 130, "574|120, 016 ee ~e 311 











Source: U. S. Bureau of Mines. 
Exuisit I 


Meruop or EstiMATING POTENTIAL GENERATION OF HEAVY MELTING 
Scrap, 1946-64 


The method of arriving at estimates of the potential generation of heavy 
melting scrap for each year from 1946—64 is summarized as follows: 


Primary life cycle: 30 years. 

Years included: 1916-34. 

Products included: Hot-rolled heavy steel products (plate, structurals, bars, 
pipe and tubing, rails and accessories, wheels and axles, forging steel) and steel 
sastings. 

Conversion factor from hot-rolled to finished steel: 98 percent. 

Adjustment for foreign trade in iron and steel products: Minus net exports. 

Adjustment for prompt industrial scrap withdrawals: Minus 7.5 percent. 

\djustments for nonrecoverability: Minus 5 percent. 
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496 IRON AND STEEL SCRAP 
TaBLE 7.—United States foreign trade and consumption—Purchased iron and steel 
scrap, 1940-56 


[In thousands of net tons] 





























} 
| Purchased scrap 
Exports Pur- consumption Export- 
chased | plus exports import 
Se PEED oe Total! balance 
Year } ! | | con- | | im- | (net ex- 
United | | All | sump- | |Exports| ports |ports—E, 
Total | ECSC King- Japan! Can-|Mexi-| other! tion? | Total | as or im- 
dom ada?|} co jcoun-} jpercent ports—I) 
| | } tries jof total 
amuses eumeeenecuns emeensce |< — aaa —_ — Ne ee 
| | | | | 
3. 126 | 359 1, 086 |1, 074 4il 42 154 | 19, 482 | 22,608 | 13.8 2 E 3,124 
Ret timed 540 |---- 314} 30] 5 | 25,312 | 26,201 | 3.41 72 E 817 
136 |-- cael sont OE Be 1 | 27,136 | 27,272 | 5.0 92 E 44 
De ase tl |------| 34] 18] 1] 26,614] 26,667; 0.2] 143 I 90 
91 | wovelseapegeicconccd (Sit) 364 4 | 25,923 | 26,014 0.3 | 108 117 
79 |-. oon bee d chtnewesal- Tab) ae 9 | 25,236 | 25,315 | 0.3 46 E 33 
136 |. ol aed vel thee! 82} 48! 6 | 23,350 | 23, 486 | 0.6 30 t 106 
MO hn. cance ola ee enn 34 | 11 | 20,285 | 0.6 36 E 120 
ican cse nad wee 168 | 37 | 1 | 32, 544 | 0.6 | 416 I 218 
204 | |-----0+-|------| 162] 122] 10 | 25,172 | 25, 1.2 |1, 105 1 810 
209 | =e 81) 124) 4 | 33,376 | 33,5 0.6 | 738 | I 521 
220 | a ceed 89 | 130 | 1 | 37,871 | § | 0.6 | 360 | I 149 
oe Q ; 194 | 13} |--.... 34, 186 | ¢ 1.0] 106 E 228 
29] 9 65 | 771 150 |......| 33,398 0.9} 130 E 161 
1, 588 586 | 181 308 45 | 222; 246} ; 5.8 | 207| E 1,381 
5, 042 2,301 | 1,037 750 423 258 | 273 40, | 12.3 | 229 E 4,81 
6, 169 | 2, 191 | 593 {2,229 | 704; 304 147 | 36,784 | 42,953 | 14.4 255 E 5,914 











! European Coal and Steel Community: Belgium, France, Italy, Luxembourg, Netherlands, and West- 
ern Germany. 


2 Including Newfoundland and Labrador. 
3 Beginning with 1953 derived from purchased scrap receipts (net) and their ratio to total available scray 


‘ Quantitative export controls removed October 1953. 


Source: U.S. Bureau of the Census; U.S. Bureau of Mines. 


TABLE 8.—Uniled States exports of iron and steel scrap by grades, 1940-56 


[In thousands of net tons] 





| 


} } Heavy | } Baled | Borings, 
Year | Total, all melting Percent of | sheet | shovelings | Cast iron Other 
grades scrap | total |  serap and scrap | scrap 
| | turnings ! | 

1940 2 ; | S190 tee..2.....- vl eae nisi Se. dence hee ere 

1941 | 889 600 67.5 | ts, a 35 | 142 
1942 eas . 136 75 55, 1 | 26 | 4 bl 
1943 | 53 25 | 47.2 | | 19 | 5 
1944 __ | 91 39 42.9 | 6 | 4 42 
1945 . jon | 79 | 41 | 51.9 | 2 13 23 
1946 7 136 | 37 | 27.2 | 14 ll 74 
1947 164 64 39.0 24 7 69 
1948___ . 206 | 77 | 37.4 29 | 12 88 
1949 294 100 34.0 64 | 46 84 
1950 209 92 | 44.0 | ee 38 41 
Eh etdccrusen cesien | 220) | 78 35.5 46 |_- 41 | 55 
1952 __. 334 a 29. 6 66 | 52 84 | 33 
1953... -. seed 291 143 49,1 45 | 13 69 | 21 
1954 | 1, 588 1, 076 67.8 360 15 102 35 
1955 5, 042 | 3,097 | 61.4 | 1, 340 100 439 66 
1956 | 6, 169 | 3, 597 | 58.3 1, 572 86 R45 | 67 
1957, Ist 8 mos | 4, 696 | 2, 879 | 61.3 | 1, 208 | 47 526 25 

| 





1 Not shown separately prior to 1952. 
2 Breakdown by grades not available. 


Source: U. 8. Bureau of the Census. 
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TasBLe 9.—Ferrous scrap and pig-iron stocks at consumers’ plants, 
1947-56 and Jan.-J une 1957 


[In thousands of net tons] 








Home Pur- Pig 
scrap chased iron! Total 
scrap 
At end of year: 
1947_._.. : : et ites oe 1, 401 | 3, 030 988 5, 419 
1948____.. See : 1,599 | 4,859 1, 606 8, 064 
1949 . Gitilehiin 1, 564 | 4, O77 1, 657 7, 298 
1950 ‘ . alias 1, 469 | 3, 951 1, 800 7, 220 
1951 1, 199 | 3, 167 1, 751 6, 117 
1952 < Febed 1, 322 5, 580 1, 964 8, 866 
1953 7,149 2, 797 9. 946 
, | 7, 349 2, 536 9, 885 
1955 7, 210 2, 289 9, 499 
1956 _- | 7, 416 2, 355 9, 771 
1957, at end of month: | 
January 7, 311 2, 268 9, 579 
February-. 7, 306 2, 241 9, 547 
March - 7, 361 2, 439 9, 800 
April 7, 376 2, 524 9, 900 
May 7, 307 2, 711 10, 018 
June 7, 309 | 2, 791 10, 100 








1 Suppliers’ stocks included with consumers’ stocks. 
Source: U.S. Bureau of Mines. 


The following letter to the chairman from Mr. Edwin C, Barringer, 
executive vice president of the Institute of Scrap Iron & Steel, is in 
reference to a statement made by the chairman to the House of Rep- 
resentatives with respect to a speech ascribed to Mr. Barringer in the 
Waste Trade Journal, June 8, 1957, appearing at pages 351-352 of 
this record: 

INSTITUTE OF Scrap Iron & Steet, INc., 
Washington 6, D. C., October 9, 1957. 
Hon, WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, 
Washington, D.C. 


DEAR Sir: Please permit me to comment on the observation by you on page 
A-7689 of the Congressional Record for September 19 to the effect that the 
executive vice president of this Institute (which I am) made a speech describing 
your investigation of the scrap situation as an “attack on business” by Members 
of Congress who have been associated with the New Deal. 

Our file of news releases does not disclose anything that could be even loosely 
construed as conveying this sentiment. 

Trade paper accounts of my addresses before our chapters prior to and since 
your hearings do not disclose any such comment. 

I may have said extemporaneously that I deplore any situation in which 
members of an industry wash their linen in public; the place for that is within 
the channels of the industry, like our institute, and not using a committee of 
Congress as a sounding board. I still feel this is a sound position for any trade 
association executive to take. 

But, as I say, my search of our releases and trade paper accounts of our 
meetings do not disclose any such sentiment ascribed to me and I have no 
recollection of having made such a statement, even extemporaneously. 

Cordially yours, 
EpwIN C. BARRINGER, 
Executive vice president 





